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A: The Regent of Kuala Lumpur, . / /) H 
the pleasures are 
many. One is the 
pleasure of being 

remembered. 


Guests of The Regent 
return for our excellent 
service. Superior cuisine. 
And for the simplest of 
pleasures. That of being 
remembered. 


KUALA LUMPUR 


A REGENT ® INTERNATIONAL HOTEL 





ALBUQUERQUE. AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DÜSSELDORF. FIJI. HONG KONG 
KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY. 
KUALA LUMPUR 425588, TELEX 30486; HONG KONG 3-663361; SINGAPORE 7373555. 
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Step aboard JAL First Class. 
And discover the truth behind 


our promise. 


Enjoy the warmth and 
hospitality that has made us the 
world’s number one IATA 
airline”. 

Experience for yourself the most 
surprising Japanese delicacies, 
superb international cuisine and 
the widest selection of the finest 
wines and spirits. 


On Japan Air Lines, the art of 
giving is not forgotten. We 
know who comes first. 


We always have. 


It's always a pleasure. 


The new Ford Force II 
is more than just a good tractor. 


Force II is at your 
Ford Tractor dealer, 
waiting for you to 
take a test drive. 


These new Series 10 tractors 
represent the latest evolu- 
tion in Ford tractor design. 
You'll find everything you 
need to work quickly and 
efficiently. 


Engineered for 
productivity. 
Climb aboard. Notice how 
Force II controls fall easily 
to hand. Instrumentation is 
readily visible, and there’s a 
plush shock-absorbing seat. 
Start the engine. You'll 
find plenty of pulling 
power and torque reserve 
to help speed heavy work. 
Examine the high-output 
hydraulics, independent 
PTO and transmission 
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controls. Engage the 
optional 4-wheel drive. 

Put a Ford Force II 
through its paces. You'll see 
why these are the finest trac- 
tors Ford has ever offered. 


Progress never stops. 


Since Series 10 tractors 
were first introduced in 
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1981, many refinements 
have been added. Force II 
tractors offer all the latest 
advancements. 

Ford was the first com- 
pany to mass produce 
tractors and make them 
affordable to the average 
farmer. Today's Force II 
tractors represent the latest 
evolution in Ford's continu- 
ing commitment to 
agriculture. 





Ford Force II tractors 
also are supported by the 
finest in dealer service. 
You'll see this expertise in 
your Ford ‘Tractor dealer's 
extensive parts inventory. 
And in the highly trained 
mechanics who service 
your tractor. 

Visit your Ford ‘Tractor 
dealer and test drive a new 
Force II, the latest evolution 
in Ford tractor design. 
You'll see why Ford Force II 
is more than just a good 
tractor. 


More than 
just a good tractor. 












ppointnient i in 
ng ieral and your staff 
riter, pay | | particular. 
I first heard of your magazine when it 
vas brought upi d b ng ther rece tH 
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; egret to y intori you tha [ 
your magazine as advei 
und Lau's writing to be tedic usly fac- 
ual and excruciatingly even-handed. 

spite a most careful search, I was un- 
jle to find any examples of neo-col- 
nialist thinking. 
Icean only conclude that Adley's 














ign on behalf of your magazine. It 

| t questionable taste to use 
ate to “hype” circula- 
is scandalous when that ad- 
'ertising has no basis in fact. 
— If in later issues I find that you are 
till resorting to factual information and 
are not making greater use of unsup- 
sorted innuendo, I will cease to buy 
our. magazine and will demand my 
noney back. 
dongkong 





David G. Birnbaum 





SAS coverage 
will take up Anthony Rowley's offer to 
save the last word, especially as he took 
ne to task for not having the courtesy to 
'espond to repeated requests for clarifi- 
'ation on what "senior broking industry 
iources” told him about the provisions 
of Securities Industry Act 1973. May I 
slead in defence that he could have got 
he clarification he wanted if he had 
sought a copy of the act from the Singa- 
e National Printers in International 
aza. He would have discovered that 
re e had been misled. 


The second point he raised is a quib- 


Jle which I will not pursue. 


Koh Beng Seng 

Director 

Banking & Financial Institutions 
Department, MAS 


Singapore 
» Much as we would like to give the 
MAS the last word — and trust that in 
lue course it will have it — Anthony 
Rowley feels constrained to riposte: 
] have indeed long since obtained a 
copy of the 1973 act. According to my — 
"xcellent — sources, the Monetary Au- 
hority of Singapore (MAS) took over 
idministration of much of this act (in- 
duding the all-important Section X 
which deals with Trading in Securities 
‘Market Rigging Transactions, False 
Trading” and so on) in 1984. The brok- 
ng industry contends that this is the pre- 
se section which gave the. MAS power 
! jä ud c contracts 











ments were part of an advertising 


which are at the heart of the Pan-Electric 
deal — and at the same time took away 
from the Stock Exchange of Singapore 
(SES) and the Securities Industry Coun- 
cil powers to police such things, leaving 
the SES with only "everyday matters" to 
supervise. 

Procuring a copy of the Act of 1973 
does nothing more than say what powers 
are available by statute. It does not 
clarify who exercises them — and the 
MAS, as I have so often pointed out, re- 
fused to comment on this or any other 
issue. Is Koh prepared to state categori- 
cally that my sources are not telling the 
truth and that the MAS does not exercise 
various powers set out in the Securities 
Industry Act? 


Belief and misbelief 

Thank you very much for a brilliant arti- 
cle, Once again the Ahmedis must move 
on, by Jamal Rasheed [5 Dec. '85]. 

It is painful to note that despite great 
contributions of the Ahmedi communi- 
ty in the political, military and scientific 
fields in Pakistan, enumerated in the ar- 
ticle, the Ahmedi community has been 
made a scapegoat by almost all incom- 
ing governments, to achieve their politi- 
cal ends. 

Rasheed is quite right in saying 
"Tolerance has always been at a low ebb 
in Pakistan, not because Islam is intoler- 
ant, but because every regime has used 
religious sectarianism as a means to di- 
vide and rule." 

But Į am sorry to say the re is no truth 
whatsoever in the allegation that the 
Ahmedis believe the Prophet Muham- 
mad was not God's last prophet. In fact 
belief in the Prophet of Islam s status as 
Khataman Nabiyyeen, or "Seal of 
Prophets," is a necessary condition for 
initiation into Ahmadivyat. We believe 
that Muhammad was the last law-bear- 
ing prophet, and regard Hazrat Mirza 
Ghulam Ahmad —- the founder of 
Ahmadiyyat — as his subordinate and a 
follower prophet whose advent was 
foretold by Muhammad. Our belief is 


therefore exactly in line with the teach- 


ings of the Koran. 


Rashid Ahmad Chaudhry 
Press Secretary 


London Ahmadiyya Muslim Association 


Jamal Rasheed probably holds the re- 
cord for factual errors in your esteemed 
publication. In his article he has out- 
done himself and got more than a few 
things wrong: ij 

» He begins by describing the area 
around Rabwah, the Ahmedi head- 
quarters, as “a  not-so-prosperous 
area." In fact, the Punjab heartland on 


Pakistan's most P regions. 
» Rasheed puts the m 
Ahmedis in Pakistan at 4 1 


| the banks of the Chenab river is one of | 


"Muslims and desireus of removing: the : 


idea came only at the last minute | 











out saying this is ; ie 
Official figures put it at 
million and independent: 
cluding Western journali 
number does not exceed 1 1 
» He says "President Zia-u! 
government has declared the Ah 
to be ‘kafirs’ or infidels.” Thisisu 
The Ahmedis have been declared 
by unanimous judgment. of all [stä 
sects. This view was incorporated in 
Pakistani Constitution in 197. 
fore Zia's time) through a con: i 
amendment unanimously approve 
the Pakistan Parliament and mos 
late prime minister Zulfikar Ali Bhutt 
The Pakistani Constitution. defines 
Muslim as one believing in Allah - 
only God — and Prophet Muhamma 
as the last and final apostle of Go 
Since the Ahmedis do not believe i 
last tenet, they are considered outsic 
the pale of Islam. | 
» Rasheed is wrong in saying Ahmed 
are in jail for their beliefs. Again he is 
only repeating an Ahmedi charge — to 
my ‘knowledge, unsubstantiated, 
» According to Rasheed: "They ithe 
Ahmedis] believe in all other tenets of © 
Islam." This is incorrect as the founder... 
of the Ahmedi sect himself pointed out. 
dozens of differences between his faith’ 
and "ordinary Islam." The most mpor- E 
tant differences relate to the Ahmed | 
abrogation of jihad (holy war) and their 
refusal to acknowledge the totality of |. 
the Islamic faith. These factors raised. | 
the criticism that the sect was a creation — 
of colonial powers seeking to divide the 


own on 
















































































basis for Islamic militancy. a 
» Contrary to Rasheed's assertic i 
Ahmedis did not fervently support. 
idea of Pakistan. Their support 


1947, when they cast their lot with M 
lim Punjabis i in the debate over the f 
vince's partition. While doing so, ti 
still insisted on their separateness fra 
"ordinary Muslims." 
» The 1953 campaign against 
Ahmedis was not led by the Ja 
Islami. It was led. by the Majli: 
Tahfuz-e-Khatm-e-Nabuwwat (C In 
for Defending the Finality o 
Prophet) and the Majlis-e-Inrat-e-. 
(Society of Islamic Freedom Fight 
Like all religious-based parties. | 
jamaat supported the Khatm-e- -Nabuw- 
wat movement on grounds that an Is- 
lamic state had the right to define who 
was Or was not E Musi tele as 





This was in no en pe rsec 
all Khatm-e-Nabuwwat agita: 
reed on offéring Ahmedis all rights a ha 
privileges available to non-Muslims. 
» Bie it on An s to call t 








from Islam. The ordinance of 26 April 
1984 only provided penalties for violat- 
ing the constitutional provisions relat- 
ing to Ahmedis being non-Muslim. 

All these factual errors are within the 
first six paragraphs of Rasheed's story. 
From there on he only repeats Ahmedi 
press releases without further evidence 
of sources. Further on, he betrays his ig- 
norance of the Muslim religion by ac- 
cusing Zia of being a Wahabi (whereas 
he is an avowed Sunni) and his lack of 
information on Pakistani sects when he 
claims Shias number 20% of the total 
population of Pakistan (they number no 
more than 8%). 

Rasheed’s remarks about the Agha 
Khan “literally buying protection for his 
Ismailis by helping in economic deve- 
lopment,” his comments about toler- 
ance being low in Pakistan and his un- 
necessary hostility to the Jamaat-e- 
Islami’s alleged orthodoxy need little 
comment. Perhaps the writer is betray- 
ing his own intolerance of Islam and Is- 
lamisation by distorting facts and mak- 
ing observations not independently 
verified. 

Perhaps Rasheed should stop writing 
in a news magazine and turn to fiction 
instead. He has a vivid imagination and 
fiction will be a better medium for his 
advocacy of staunch ideological posi- 
tions. 


Islamabad Sahib Iman 
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NETWORK HOUSE 
344-354 QUEEN ST., BRISBANE, 
AUSTRALIA 


High rise commercial office building 

® Absolute prime location in 
Brisbane's City Centre. 

Total net floor area of some 


eBasement car parking for 48 cars. 
Creative refurbishment is required to 
_, capitalise on this excellent location. 
_ Active management can maximise 
returns and tap the commercial 
potential of Queen Street. 


=. Offers to purchase this freehold property 
are sought by close of business 
on 20th March, 1986. 


Clumsy colonials 


The current investigation by the US 
Congress of alleged extensive property 
holdings of Philippine President Fer- 
dinand Marcos in the US [A piece of 
American pie, 2 Jan.] is nothing more 
than a feeble and clumsy attempt by a 
few colonials in congress to invence 
the result of the Philippine presidential 
snap polls on 7 February. 

The timing of the investigation, 
which has no legal purpose since owner- 
ship of US real property is not prohi- 
bited by law, is suspicious and the basis 
for it is an unsubstantiated news story 
that appeared in two small and little- 
known US newspapers. 

When the same charge — based on 
the same newspaper articles — was 
hurled against Marcos in the Batasang 
Pambansa (National Assembly), the 
legislature threw out the charge forth- 
with for lack of merit. 


Navotas, Metro-Manila Teresita Lucio 


Price of knowledge 


Margaret Scott's assertion [16 Jan. ] that 
"Many colleges in the US carry a 
US$30,000 price tag with room and 
board" is a gross exaggeration. Tuition, 
room and board and fees at a private 
university run to the order of 
US$15,000; a perfectly fine education 
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a state university f 
perhaps 40% of that figure. 
There is no question that educatio 
in the US is very expensive; the facte 
however, must be kept in perspective. 


David A. Schlesinge 
Cambridge, Massachusetts 


The wrong tongue 
I know it is difficult to tell the differenc 
between various European language: 
but the letter “dropped in Amsterdana 
[TRAVELLER'S TALES, 16 Jan.] w 
fact dropped in Copenhagen. And, 
Dutchman living in Denmark, I can a: 
test that the language on the sign (stanc 
ing close to the Little Mermaid, a f: 


ae "i n 






mous Copenhagen landmark) # 
Danish, not Dutch. 
Copenhagen D. Frikkes 


e Right, apologies — also to the uncré 
dited photographer, D. W. Merriman. 


CLARIDEN BANK ; 


A wholly-owned subsidiary of Financiére 
Crédit Suisse-First Boston, one of Europe's 
most influential banking groups, is pleased 
to announce the opening of its Far East 
Representative Office 


Clariden Bank offers highly personalized 
investment management services to 
selected individuals. 


For further information, please write in full 
confidence to the personal attention of: 


Mr Roland Knecht 
Senior Representative Far East 





ariden Bank 


50 Raffles Place 
436-05 Shell Tower 
singapore 0104 
Tel: 2250819 Telex: 25410 Fax: 2240586 


urich Office 
-Clariden Bank 


Claridenstrasse 35 CH-8002 ZURICH 
Telefon (01) 2056262 Telex 558811 


Geneva Office 
Banque Clariden 


1, Quai du Mont-Blane CH-1201 GENEVE 
Telephone (022) 319650 Telex 27479 


A wholly owned subsidiary of . 


CSFB 
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n. 10 May 1984, the REVIEW's cover 

depicted Malaysian tycoon Tan 
Koon Swan as the 'supreme gambler.' 
Now, following the collapse of Pan-Elec- 
T| tric Industries and criminal charges 
"J| against Tan in a Singapore court, it 
3e! would seem that the chips are down for 
|| Tan. The episode could also have an im- 
| pact on ties between the two countries 
and, more so, on their two stockmarkets. 
Deputy regional editor Michael Malik in Singapore End 
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GAMBLER ‘2s 
SUPREME X27 
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sorrespondent Suhaini Aznam in Kuala Lumpur describe the upsurge of sup- 
ort for Tan from his followers in the Malaysian Chinese Association. Business 
editor Anthony Rowley details the dealings of the various companies asso- 


ciated with the Tan stable. Pages 12-16. 


Cover illustration by Adam Chow. 





18 
a pritish minister’s statement on poli- 
ical reform in Hongkong causes con- 
zern over the territory's future. 


ages 24-26 

The legacy of Philippine President 
Ferdinand Marcos as a politician and 
iis system of government are at stake 
n the 7 February election. The role of 
he armed forces, split into Marcos 
yalists and reformists, will be crucial 
to the outcome of the polls. 


Pages 28-29 

Six months after the Punjab peace ac- 
cord, violence is on the upsurge and 
Sikh extremists have taken over the 
management of the Golden Temple in 
Amritsar. Meanwhile, three Sikhs are 
sentenced to death for the assassina- 
tion of Indira Gandhi in October 1984. 


Page 30 

Sri Lanka agrees to award citizenship 
to 94,000 stateless Tamil plantation 
workers of Indian descent. 


Page 34 

Laos steps up cooperation on tracing 
Americans missing in action and 
urges the US to upgrade bilateral dip- 
lomatic and economic ties. 





Page 34 

The Shenzhen Special Economic 
Zone comes under criticism and the 
followers of Chinese leader Deng 
Xiaoping come to its defence. 


Pages 50-53 

Collapsing world oil prices hold a 
mix of promise and problems for 
Asia, with producer countries in 
danger of losing much-needed gov- 
ernment revenue and importers anti- 
cipating a boost to trade and econo- 
mic growth. 


Page 55 

China incurred a massive trade deficit 
last year, though its government 
agencies cannot agree how big, and 
its foreign reserves have not yet re- 
flected it. 


Page 56 

US President Ronald Reagan sur- 
prised the Japanese by stepping into 
an air-traffic dispute and forcing 
Tokyo to give way. 


Pages 64-69 

Sabah's new state government has 
come to power in Malaysia's one-time 
growth model to find debt repay- 
ments swallowing its shrinking re- 
venues, its coffers nearly empty, and 
its hold on power under attack. 


Page 70 
China has introduced a new set of 
rules aimed at helping foreign joint 


ventures to receive the hard-currency | 


income which initially attracted them 
and on which they depend. 


Page 71 

The boardroom squabble at Malay- 
sia's Promet group seems to be a 
cross-Causeway fight for control of 
the company. 
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REGIONAL : 


Afghans blamed for 
bombings in Pakistan 

The chief of police of Pakis- 
tan's North-West Frontier Pro- 
vince has accused the Khad, 
Afghanistan's secret police, of 
a series of bombings which has 
killed three people and seri- 
ously wounded at least 45 
others. The first explosion 
wrecked the Peshawar offices 
of Pakistan International Air- 
lines on 23 January and the sec- 
ond took place in a local 
teahouse two days later. A 
third explosion was reported 
from Miran Shah, a small 
town near the Afghanistan bor- 
der. 

Officials said Soviet-made 
plastic explosives were planted 
in public places by Khad 
saboteurs in each of the bomb- 
ings. The province is a tempor- 
ary home to almost 2 million 
Afghan refugees, and all major 
anti-Soviet resitance groups 
are based in Peshawar. 

— Husain Haqqani 


South Korean opposition 


to launch petition effort 


Lee Min Woo, president of the 
main opposition New Korea 
Democratic Party, has asserted 
that though he is ready for a 
peaceful dialogue with South 
Korean President Clmrrr Doo 
Hwan on the nation's demo- 
cratisation issue, he will push 
ahead with a campaign in Feb- 
ruary to collect 10 million sig- 
natures on a petition seeking 
constitutional changes which 
would provide for a direct pres- 
idential election. Lee reject- 
ed an earlier bid by Chun 
to postpone discussion of 
constitutional changes until 
1989. 

Speaking to journalists on 
25 January, Lee also said the 
1988 Olympic Games, to be 
held in Seoul, and security 
threats from the North should 
not be used to justify restric- 
tions on political freedom. 
Only full democratisation, he 
said, could ensure the South's 


security against communist 

threats. — Shim Jae Hoon 
n to visit 

Bali in April 


President Reagan is to visit, 


Bali en route to Japan in late 
April. The visit would not only 
allow Reagan to soothe In- 


donesia’s ruffled feathers — 


caused by the abrupt cancella- 


tion of planned visits to Jakarta: 
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and Manila in 1983 following 
the assassination of Philippine 
opposition leader Benigno 
Aquino — but would also en- 
able the president to consult 
Asean leaders before the 
Tokyo visit and a second plan- 
ned meeting with Soviet leader 
Mikhail Gorbachov. 
Washington has asked 
Asean foreign ministers to as- 
semble in Bali to meet Reagan 
after his meeting with Pre- 
sident Suharto. 
— Nayan Chanda 


Wolfowitz is nominated 

for US post in Jakarta 

Paul Wolfowitz, US assistant 
secretary of state for East 
Asian and Pacific affairs, has 
been nominated as the new am- 


bassador to Indonesia, follow- 
ETC/PETER RORLACH 


Wolfowitz: Jakarta approval. 





ing the retirement in January of 
John Holdridge. Indonesia’s 
Foreign Ministry said . the 
nomination has been approved 
by Jakarta. — Paul Handley 


Jakarta hits out at 
ex-communists again 

The Indonesian veterans ad- 
ministration has stripped 144 
veterans of their status as “hon- 
oured veterans of the war for 
independence" because of al- 
leged links with the banned In- 
donesian Communist Party 
(PKI) more than 20 years 
ago. 

The Central Java veterans 
administration said another 
104 veterans of the 1940s war 
against the Dutch colonialists 
were facing similar action, con- 
tingent on proof of their al- 
leged PKI links. In early 
November, the government or- 
dered . the — dismissal of 
thousands of low-level oil-in- 
dustry workers because of their 
association before 1965 with a 
PKI-linked union. The govern- 
ment said the workers consti- 
tuted a threat to the security of 
the country's most vital indus- 
try. — Paul Handley 





Bank of Japan cuts 

its discount rate 

The Bank of Japan (BoJ) has 
announced a 0.5% cut in its dis- 
count rate to 4.5%, the first 
since October 1983. Commer- 
cial banks are expected to fol- 
low suit with a similar reduc- 
tion in prime lending rates. 
Japan originally hoped to coor- 
dinate an interest-rate cut with 
the US, but the idea was turned 
down at a meeting in London 
of finance ministers and central 
bank governors of the Group 
of Five. BoJ decided to go 
ahead with a unilateral cut 
after the yen strengthened 
from around US$1:¥200 to 
US$1:¥195 in the last week of 
January. The interest-rate cut 
is- expected partially to offset 
the deflationary impact on the 
economy of the yen's apprecia- 
tion. Most observers, however, 
still believe GNP growth in the 
coming fiscal year will be well 
below the 4% projected by the 
government. — Charles Smith 


Thai tax cuts aimed 
at investment boost 


The Thai Government on 21 
January approved a wide-rang- 
ing tax package aimed at 
stimulating investment, easing 
the burden on fixed-income 
earners and correcting distor- 
tions in the petroleum-tax 
structure. To offset reductions 
in personal-income tax and 
corporate tax (from 40% down 
to 35%), the withholding tax on 
bank-deposit interest and tax 
on sales of inherited property 
are to be raised. The petro- 
leum-tax structure was ad- 
justed to eliminate long-stand- 
ing subsidies on diesel oil and 
liquefied petroleum gas. 

— Paisal Sricharatchanya 


Wah Kwong becalmed 

by financial problems 

Wah Kwong Shipping and In- 
vestment Co. (Hongkong) re- 
quested suspension of trading 
in its shares on Hongkong 
stock exchanges on 28 January 
pending an assessment of its fi- 
nancial viability by merchant 
bank Amex Asia, a subsidiary 
of American Express Bank. A 
Statement issued by Wah 
Kwong — Hongkong’s third- 
largest shipping company after 
Sir Yue-kong Pao’s World- 
Wide Group and the stricken 
C. Y. Tung group — said that 
the-chairman, T. Y. Chao, had 
contacted some of the com- 


tt 





pany’s major lending banks 
“and has received indications 
of support for a restructuring of 
debt if this should prove neces- 
sary.” Chao also said that all 
principal, interest and trade 
obligations had been metin full 
up to 27 January. 

The Chao family, which 
owns 45% of Wah Kwong’s 
shares and runs the company, 
has received the support of 
Standard Chartered Bank, 
which is believed to be a major 
lender to the group. The bank 
has agreed in principle to the 
provision of a standby credit, 
provided other creditors coop- 
erate in keeping Wah Kwong 
going pending the outcome of 
Amex Asia’s assessment. Wah 
Kwong’s debt is estimated by 
some banking sources to .be 
around HK$4 billion (US 
million). — Nick Seav 


Pakistan to sell off 
government companies 
The Pakistan Government is 
to sell Rs 2 billion (US$127.4 
million) of shares in six state 
corporations through the 
stockmarket beginning in 
March. The privatisation move 
will involve selling all or pat of 
the government's stake in 
Pakistan International Air- 
lines, Pakistan State Oil Co., 
Gui Gas Transmission Co., Sui 
Northern Gas Pipelines, Pak- 
Saudi Fertiliser and Dandot 
Cement. The disinvestment 
plan, announced by Finance 
Minister Mahbubul Haq, will 
raise additional funds to cover 
the budget deficit for 1985-86 
(ending 30 June). 

— Mohammed Aftab 


Malaysia tin market to 
re-open in February 


Trading on the Kuala Lumpur 
Tin Market is set to resume on 
3 February, after a suspension 
of more than three months. 
Daily trading volume will be li- 
mited at first to 150 tonnes, 
equivalent to average daily 
turnover before the 25 October 
suspension. Industry sources in 
Malaysia said they expect the 
initial price will be about 
M$ 18-19 (US$7.30-7.70) a kg, 
against the last-traded price of 
M$29.50. Recent grey-market 
tin prices in Malaysia have 
been about M$19 a kg. 
Indonesia, meanwhile, says 
its tin sales volume has not 
been hurt much by the long clo- 
sure of the London Metal Ex- 
change. The International Tin 
Council was to resume talks on 
the crisis on 30 January. 
— A Correspondent 
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hilippine presiden ial election 
"Corazon Aquino is publicly silent on 
who she would select as her cabinet 
ministers if she wins, one name she is 
known to have discussed as a 
possible defence minister is retired 
Lieut-Gen. Rafael Ileto, the current 
Philippine ambassador to Bangkok. 
- Ileto, the Philippines’ former army 
commander and founder of its elite 
Scout Ranger unit, has been living 
outside the Philippines for 12 years. 
He is known to have opposed — 
President Ferdinand Marcos’ 
‘decision to declare martial law in 
1972, and soon afterwards found 
himself posted first as ambassador to 
f'^heran, and later to Bangkok. 


. .AST-LANE JUSTICE 
Investigators are now speculating 
that the trial of 40 people suspected of 
being involved in Thailand's 9 
September 1985 coup may be over 
sooner than expected. It was earlier 
thought the case would drag on for a 
_ yeat or more, but police now believe . 
that only a fraction of the more than 
-600 witnesses will be called and that 
the verdict will probably be known by 
mid-April — in time for the 
reopening of the parliament. Four of 
the leading suspects, including 
former prime minister Kriangsak 
Chomanan, are members of either 
the House of Representatives or the 
appointed senate, and this is 
understood to be one of the factors in. 
speeding up the trial. | 












AFGHANISTAN 
A revolutionary court sentenced one 
rebel to death and two others to 20 years in : 


jail, according to official Kabul Radio (26. 
Jan.). 


HONGKONG 

Timothy Renton, British. foreign. and 
commonwealth minister of state with special 
responsibility for Hongkong affairs. spoke 
with unofficial members of the Executive 
and Legislative councils (23 Jan. ). 


INDIA 
.. Police opened fire on protesters in 
Haryana state killing two during demonstra- 
tions against the transfer of the joint Punjab- 
Sikh mil capital of Chandigarh to Punjab. 
} litants condemned the death Sen- 



















n trial. Thirty-eight people diedi in 

ry hotel in New Delhi (23 
| onvention attended by 
Amritsar received call 









The pena ud vn experts dominating g 
| key US State Department — 
| policymaking positions will conti 





T under the I Internal Sect 








with the appointment of Sinologist. 
Richard Solomon as head of the 
department's policy planning . 
council. Solomon, currently head of 
the political science department of 


| the Rand Corporation, a think-tank, 
| and an aide to former secretary of 


state Henry Kissinger in the National 


| Security Council, will soon replace 


Peter Rodman. Other Asia 
specialists in senior positions include 
Undersecretary of State for Political 
Affairs Michael Armacost, head of 
the intelligence and research bureau 
Morton Abramowitz and Nicholas 
Pratt, executive secretary to Secretary 
of State George Shultz. | 


TAID FRIENDSHIP 


Former Thai 
prime minister 
Kriangsak 
Chomanan, now 
standing trial in 
connection with 
the failed 9 
September 1985 
coup attempt, has 
written to 
numerous foreign 
political 
acquaintances — including several key 
personalities in Japan's ruling Liberal 
Democratic Party (LDP) — seeking ~ 
their support to request an amnesty 
from the Thai Government. However, 
the Japanese response is said to be 





-Jan.). A bomb in the forward cargo compart- 


ment caused the crash of an Air-India jumbo 


jet in June 1985 in which all 329 people 


aboard were killed, according to a Canadian 


| Government report (28 Jan.). 


 MACAU 


Portuguese President Antonio Ramalho 
Eanes formally accepted the resignation of 
Macau Governor Vasco de Almeida e Costa 
(25 Jan.). 


MALAYSIA 

A Malaysian newspaper reporter was fined 
M$7,000 (US$2,850) for receiving secret 
military information, court officials said (23 
Jan.). Members of the Malaysian Chinese 
Association (MCA) protested for the third 
straight day against the arrest of their presi- 
dent Tan Koon Swan in Singapore (24 Jan.). 
Tan resigned from the MCA but his resigna- 
tion was rejected by the party central com- 
mittee. Authorities detained 27 people 
Act for alleged 
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nuclear power planti 
was pegged to the co 
Pyongyang accede to 
international Pre 
Treaty and, under 
Pyongyang has co 





| Soviets taking used tuclear fui 


back to Moscow for reprocessi 
Although North Korea's 1 
power resources are muc 
those of the South, officials ir 
have expressed concern over th : 
Soviet move fearing it could help 
Pyongyang develop an enriching .- 
process for making nuclear weapon: 


COMEBACK, ALLIS... — 
In anew bid to loosen the Sino- That. 
cooperation on Cambodia, the s 
Vietnamese have recently suggested: 
that they would not object to a * 
strengthening of the US presence m 
Thailand because of uncertainties __ 
about US bases in the Philippines. — 
Hanoi hopes that a US military 
presence would give Bangkok a 
greater sense of security and make n 
less concerned about a pro- 
Vietnamese government in 
Cambodia. The Vietnamese hinted at 
this possibility while talking to | 
Western visitors to Hanoi. 
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es with police, a court was told (26 Jan 


PAKISTAN. 

Two people were killed and me 
wounded when a bomb expl 
Pakistan International Airlines 
Peshawar (23 Jan. ). 


PHILIPPINES 

A nephew of presidential 
Corazon Aquino said he was 
for President Ferdinand Marcos a; 
aunt because he does not trust the 
around her (23 Jan.). 


SINGAPORE 
Malaysian politician. and bus 
Tan Koon Swan was charged in : 
district court with violating the 
Act (23 Jan. ). | 
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Tan Koon Swan faces a breach-of-trust charge in Singapore 


Trapped in a storm 


By Suhaini Aznam in Kuala Lumpur and Michael Malik in Singapore 


cx The prosecution of 
Tur Crupsi a a di Malaysian politician- 
ARE DOWN f | businessman, Tan 


{ Koon Swan, in Singa- 


2| pore on a charge of 


F abetting criminal 

breach of trust, 
| ^ seemed liable to pro- 
duce a major crisis for his own Ma- 
laysian Chinese Association (MCA) 
and the Malaysian Government. It 
raised fears that Singapore-Malaysia 
relations could reach their lowest 
ebb since the May 1969 racial riots 
in Kuala Lumpur and other Malaysian 
cities. 

However, though many problems re- 
main, a week of cool handling and re- 
flection appears to have largely defused 
the crisis on all fronts, leaving the per- 
sonal fate of Tan and his tangled 
financial problems once more at centre 
stage. 

Although MCA emissaries and Ma- 
laysian Finance Minister Daim Zainud- 
din hastened to Singapore to see Tan 
and meet Singaporean officials, there 
was nothing that could be done for 
him on a political level once the 
wheels of the legal process began turn- 
ing. —— 

Daim, the only non-MCA politician 
to make the journey, saw Tan for 30 mi- 
nutes and then met his Singaporean 
counterpart, Richard Hu. But Daim de- 
clined to disclose details of their talks, 
saying only that he would make a full re- 
port to Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad. 

Daim's visit was significant not only 
because of his position but because he 
has had a high profile in the stockmar- 
ket, and in the past had substantial busi- 
ness dealings with Tan. 

Trapped in the eye of the storm Tan, 
who led his party for only two months, 
promptly submitted a handwritten let- 
ter of resignation to its central commit- 
tee on 26 January — an offer which was 
as quickly rejected. 

His resignation had come just two 
days after he was charged by Singa- 
pores Commercial Affairs Investiga- 
tion Department (CAID) over dealings 
mostly involving Pan-Electric Indus- 
tries, which went into receivership on 30 
November last vear. The nub of the 
charge is that Tan had conspired to 
use funds of several companies to buy 
securities in another on behalf of a 
third. 

Having made a brief appearance in a 
Singapore court without entering a 
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plea, after which he was released on bail 
$$20 million (US$9.4 million) and forc- 
ed to surrender his passport, Tan 
wrote to his party's central commit- 
tee: 

“I have decided, with profound re- 
gret, to resign from the presidency with 
immediate effect. I wish to extend my 
sincere apologies to all our members for 
the embarrassment caused to the party 
as a result of the court action taken 
against me in Singapore. I wish to stress, 
however, that the litigation is purely a 
private matter and should not be politi- 
cised." 

But if the MCA, the dominant 
Chinese-based party in Malaysia's rul- 
ing National Front coalition, was em- 


Tan is led from the court: at centre stage. 


barrassed by the financial predicament 
of its president, it was not about to pub- 
licise it. Rallying behind Tan and after 
“very little discussion,” the party cen- 
tral committee “unanimously rejected” 
Tan’s resignation at a two-and-a-half 
hour emergency meeting. 


Di president Datuk Ling Liong 
Sik gave three reasons for the deci- 
sion: Tan's proven leadership capabili- 
ties; the spontaneous show of support 
from rank-and-file members, and the 
fact that Tan had just last November led 
the party to a “democratic and constitu- 
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tional solution" to its two-year intra- 
party crisis. 

The MCA leadership also appeared 
to have taken heed of grassroots feel- 
ings in the form of a 200-strong demon- 
stration outside MCA headquarters in 
Kuala Lumpur just before the central 
committee meeting. A spokesman for 
the group wanted any central commit- 
tee member who raised the subject of 
Tan's resignation to be sacked. Press- 
ing for Tan's unconditional release, 
the rank-and-file members wanted 
Mahathir to intervene on Tan’s” 
half. 

Ling assured the group that “our 
stand is exactly the same as yours,” but 
hinted that the leaders were also pre- 
pared for Tan’s eventual 
resignation. Even if the 
party could not be led by 
Tan, the other leaders 
would adopt his spirit in col- 
lective leadership, he said. 

Political analysts said 
Tan's resignation would be 
almost certain should he be 
convicted. 

Tan was charged with one 
offence of abetting criminal 
breach of trust — conspiring 
with Tan Kok Liang, Pan- 
El’s former financial direc- 
tor, to use S$3.78 million 
held by Trans Eastern to en- 
able Orchard Hotel to ac- 
quire securities in. Grand 
United Holdings. Them ~ 
mum penalty for the offe 
is seven years’ imprison- 
ment and a fine without 
limit. 

Trans Eastern is a wholly 
owned subsidiary of 
Growth Industrial Hold- 
ings, which owns a 31.6% 
share of Pan-El, while Or- 
chard Hotel is a subsidiary 
of Pan-El. Tan is chairman of Grand 
United and a shareholder in the other 
companies, but he is not an office holder 
in any of them. 

In an unusual legal move, the five 
more serious charges being held in re- 
serve — which carry maximum penal- 
ties of up to life imprisonment — were 
registered with the court and appear on 
the charge sheet, though they were not 
read to Tan in court. An official of 
the CAID, which is part of the, Fi- 
nance Ministry, said the other five 
charges were “an option open to 
us. 


BERNAMA 
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| "These charges, though they involved 
less money than the first charge; carry a 
heavier penalty because in them Tan is 
alleged to have acted as an "agent" for 
the companies concerned rather than as 
“a servant" — the difference between 
them being that the former.has power to 
enter into transactions while the latter is 
only an employee. | | 

After being released on bail put up 
by his colleagues and having retired to 
the, presidential suite of the Orchard 
Hotel to consider his next move, Tan re- 
ceived a new dose of bad news — the 
possibility that Tan Kok Liang, named 
in all the charges but so far not 
charged, might turn state's evidence 
and give testimony against Tan for the 
prosecution. 

Tan Kok Liang, who had been inter- 
viewed several times by the CAID team 
looking into the Pan-El case, is said to 
have been under police escort since the 
charge was brought against Tan Koon 
“an, and legal experts close to the case 

that it is clear from the wording of 
the charges that he would have to be a 
central witness if the state hoped to 
prove its case. A CAID source confirmed 
it was a possibility, but said no decison 
had yet been taken. 


T arrest and the threat to his fi- 
.pnancial empire have caught the 
MCA at a particularly vulnerable time. 
Having barely had time to regroup 
after a bitter power struggle between 
three factions — an internecine battle 
in which Tan defeated both former act- 
ing president Datuk Neo Yee Pan and 
Neo's acting deputy, Datuk Mak Hon 
Kam, in the run-up to party elec- 
tions on 24 November 1985 — the 
MCA is again a battered ship without a 
captain. 

Its troubles are even more severe 
this time because the prolonged fight 
had eaten into party coffers and its 
—5st dependable financier, Tan, is 

nself in no position to offer further 
assistance. Its image in the Chinese 
community too, has taken a severe 
beating. 

Although there is reason to believe 
that the Singapore authorities did in- 
form the Malaysian Government of its 
plans to bring the charges before Tan's 
arrest, his own party colleagues are still 
reeling from shock. 

If Tan does have to resign, the 
MCA would be forced to choose from 
among the existing line-up of candi- 
dates, none of whom has an over- 
whelming claim on the leadership. Ling 
and secretary-general Datuk Lee Kim 
Sai are the two most logical successors. 
But Ling, an English-educated leader, 
has very limited grassroots support, say 
MCA insiders. Lee does have support, 
but being credited with strong ambi- 
tions, has alienated some groups on his 
way up. 

Meanwhile, the ousted Neo has ac- 
cepted the party central committee 
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post offered to him earlier — by coinci- 
dence, on the very day after Tan was 
arrested. 

His aim was to help stabilise the situ- 
ation, he said. Referring to Tan’s arrest, 
Neo called it “a very sad and dark day in 
the history of the MCA and the Chinese 
community.” Those who attended the 
emergency central committee meeting 
on 26 January dashed any speculation 
that Neo was trying to make a comeback 
in Tan's absence. “He would be foolish 
to try," remarked one. 

Mak, reputedly the National Front's 
favoured candidate for the MCA presi- 
dency, was very much “with us,” said 
another central committee member, 
having visited Tan for an hour in 
Singapore to give his moral sup- 
port. 

However, this source also conceded 
that it was too early to tell how the 
power axis would develop. Amid the 
present confusion, apparently none of 
the MCA leaders is yet prepared to 
show his hand. 

Initially, Tan's arrest seemed par- 
ticularly devastating for the National 
Front's election plans. Mahathir had 
just launched a series of high- 
profile, state-by-state visits, 
which sources in the United 
Malays National Organisation 
(Umno) — his party and the 
dominant partner in the ruling 
coalition — admitted were the 
first round of a pre-election 
campaign. 

Tan's arrest seemed to 
threaten the plans for an im- 
minent election, but a cool- 
er analysis of the situations 
in both the MCA and Umno 
after the initial shock had 
worn off prompted some to 
think the MCA might actual- 
ly benefit from sympathy 
votes. 

Thus, Umno sources feel 
that an election rethink may 
not, after all, be necessary. 
“We are going ahead,” de- 
clared an Umno political aide. 
If Malaysian Chinese feel that 
their party president is being 
victimised, the National Front 
can be fairly sure that some 
previously neutral voters will 
swing to the MCA. 

It also has become clear on reflection 
that Tan’s exclusion from the cabinet in 
a realignment announced on 4 January, 
which saw seats going to his faction, 
may have a deeper significance than at 
first thought. Tan explained it in terms 
of the need for him to concentrate his ef- 
forts for the time being on his troubled 
business interests. But now analysts are 
wondering if it was not a pointer to the 
fact that not only Tan might have fore- 
seen the possibility of the embar- 
rassment of a prosecution, but that 
the prime minister might also have 
known. | Oo 





MCA protest: organised but spontaneous. 





Anti-Singapore 
protests fizzle 


fom For four days in 
EX late January, Singa- 
pore and Malaysia 
». appeared at times 
d Mon the edge of 
PS the sort of open 
"MM hostility unknown 
ELS since the 1969 ra: 

cial riots in Malaysia. 

But there was an unusual element to 
the tension this time in that those react- 
ing to what they saw as Singaporean 
high-handedness in arresting Tan were 
Malaysian Chinese — an unusual source 
for criticism of predominantly Chinese 
Singapore. 

And in the event the reactions, in the 
form of small-scale demonstrations in 
Malaysia, appeared to be a tempest ina 
teapot — despite the real nervousness 
they brought to ordinary Singapore- 
ans, who will take far longer to for- 
get than politicians and businessmen. 











During the four days from the time 
of Tan’s arrest until 26 January, when 
he appealed to his supporters to stop 
their protests, there were anti-Singapo- 
rean demonstrations in Kuala Lumpur, 
Johor Baru, Malacca and Ipoh, and a 
boycott of Singaporean goods and ser- 
vices was called by the MCA’s youth 
wing. In his appeal to drop their tactics, 
Tan stressed “the litigation [against 
him] is purely a private matter and 
should not be politicised" — a clear re- 
ference to anti-Singaporean action. 

The demonstrations — though well- 
organised — appeared to be spontane- 
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| ous. The very day after he was held, 


about 200 members of the party youth 
wing staged peaceful demonstrations 
outside the Singapore High Commis- 
sion in Kuala Lumpur; others blocked 
the Singapore-Malaysian Causeway, 
‘urning back Singaporean motorists try- 
ing to enter Malaysia. 

In an open letter of protest address- 
ed to Singapore Prime Minister Lee 
Kuan Yew, MCA state youth leaders 
accused him of: 

» Using Tan as a “diversion” for Singa- 
pore's “economic failures.” 

» High-handedness in the way Tan was 
detained. 

» Neglecting the sensitivities of the 
MCA, the Chinese people of Malaysia 
and the Malaysian nation. 

The demonstrators carried placards 
emblazoned with accusations of “politi- 
cal victimisation” and “scape-goating.” 
One angry poster condemned Lee’s 
government “for its arrogance and dis- 
regard for good neighbourliness.” “We 
hold Lee Kuan Yew’s government abso- 
lutely responsible for any deterioration 
of relations between the two countries.” 

The youth wing launched a “boycott 
Lee Kuan Yew regime action commit- 
tee,” entrusted with organising a 
boycott of Singapore products in gen- 


eral, notably Singapore Airlines — 
rather self-defeating since SIA shared 
revenue with the Malaysian Airline Sys- 
tem on routes between the two coun- 
tries. 

In calling for the boycott, the MCA 
youth wing took pains to differentiate 
between action taken against the Singa- 
pore Government and its desire to 
maintain good relations on a people-to- 
people basis. But for ordinary Singapo- 
reans, this did not give much reassur- 
ance. News that cars were being stop- 
ped at the Causeway caused a lot of ner- 
vousness in Singapore. 


Sin Singaporean cars can be iden- 
tified by their number plates there 
was a general feeling that it would be 
wiser not to venture into Malaysia un- 
less absolutely necessary. There were 
no figures available from immigration 
officials on the cross-border flow, but 
five Singaporean travel agents cancelled 
day tours to Malaysia on 24 January, 
though they were resumed the next day. 
However, travel-trade sources said that 
such tours, catering mostly to non- 
Asian tourists, were in no danger. 
Many Chinese Singaporeans have 
cancelled plans for their usual family- 
reunion trips to Malaysia for the 


Chinese New Year holiday starting on 8 
February, waiting at least to see how the 
situation develops. 

Some Singaporean Chinese said 
Singapore should not have interferred 
in Malaysian political matters — if only 
because there might be reprisals. But 
among businessmen and the better edu- 
cated in the republic there was much 
support for the government's action 
against. Tan. One banker told the 
REVIEW: "The general feeling in the 
business community is that something 
had to be done to stop outside interfer- 
ence in our market." 

The episode reminded some busi- 
nessmen and politicians of the Haw Par 
affair in 1975. At the time Singapore in- 
tervened in a deal whereby Malaysia's 
Pernas, then headed by  Tunku 
Razaleigh Hamzah (now the trade and 
industry minister), would have become 
the largest shareholder in Singapore- 
based Haw Par, which in turn would 
have acquired control of the Londoh 
Tin group, the largest Malaysian‘! 
producer. Haw Par was then being r 
by wheeler dealers from the Slater 
Walker stable in London. 

Singapore's investigation of Haw Par 
not only thwarted the deal but led to 
prosecutions of Haw Par executives. 





Mahathir may opt for 


an early election 


EK A Events in recent 
724 weeks point to immi- 
nent <lae#ons in Ma- 

£4 laysia — possibly be- 

g fil fore the Muslim ast: 
"Ad ing month begins in 

AME May. The ruling Na- 
TU . "m 
a = tional Front coalition 
has enough problems on its hands which 
are not conducive to a snap poll: The 
MCA, a major partner in the coalition, 
is in trouble as Tan Koon Swan faces cri- 
minal charges in a Singapore court for 
his role in the crash of Pan-Electric In- 
dustries. 

The inter-party battles in the state of 
Sabah continue, showing no signs of 
early resolution. Just below the surface, 
there is discontent in the ranks of Umno 
— the country’s leading party. All the 
same, Mahathir has unswervingly set off 
on what aides admit is the first round of 
pre-election meetings and campaign 
trips. 

On 20 January, Mahathir summoned 
state chief ministers for an emergency 
closed-door meeting at his residence. 
The only state chiefs not present were 
from Perak and Kelantan, who were 
on leave, and the Sabah chief minis- 
ter, whose party is not a member of 
the National Front. Elections were, 
apparently, on the agenda of the meet- 


ing. 







The very next day, Mahathir launch- 
ed his series of state visits. The first stop 
in Seremban, on 23 January, drew a 
crowd estimated at about 10,000. Simi- 
lar turnouts are expected in Kedah, 
Malacca and Johor — the next stops on 
his itinerary. 

Mahathir’s rally in Seremban was re- 
miniscent of similar rallies during the 
1983 constitutional crisis, a tussle of 
wills . between elected leaders and 
hereditary rulers over the constitutional 
powers of the king and the sultans to ap- 
prove or delay legislation. In 1983, 
Mahathir needed to rustle up a show of 
Support to push through the desired 
amendments, setting in black and white 
the exact limitations on the powers of 
Malaysia’s constitutional monarchy. 

Now, it appears, Mahathir again 
needs support — and rallying massive 
crowds behind him could generate the 
momentum needed to sweep the polls. 
Opposition sentiment is riding high in 
Malaysia over a variety of issues and 
Mahathir’s advisers obviously recognise 
the signs. 

In Seremban, Mahathir warned his 
audience against listening to the false 
teachings of ustaz (religious teachers) 
put up by the opposition Parti Islam 
(Pas). These religious teachers misled 
the public by preaching that to oppose 
the government was a holy war and that 





closed-door meeting. ^ S=0RGE auriat 
to die in that cause amounted to a mar- 
tyr’s death, he said. 

The speech was an obvious attempt 
to negate the effects of the Memali inci- 
dent where 18 people, including a 
former Pas leader, had died in a clash 
between villagers and armed troops last 
November. Memali is an acknowledged 
Pas stronghold. 

Other targets of his ire were Malay- 
sians who allowed themselves to be used 
by foreigners, journalists and rumour- 
mongers. Tremendous pressure has also 
been building up over the past month — 
from opposition parties, labour unions 
and individual Malaysians — for the 
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Razaleigh, who was to have become 
chairman of the enlarged Haw Par, was 
embarassed and Pernas’ national objec- 
tives were temporarily set back. 
 Non-Singaporeans have also noted 
that non-nationals have been at the 
centre of most of the spectacular crimi- 
nal charges brought against directors of 
major public companies in the past. 
Prior to Haw Par, there had been the 
successful prosecution in 1973 of Dennis 
Pinder, the man who built Sime Darby 
into a conglomerate. Pinder was 
charged with breach of trust in 1973 and 
sentenced to 18 months in jail in 1975. 
If there has been any sympathy ex- 
pressed for Tan by businessmen it has 
been in connection with Peter Tham 
Wing Fai, the Pan-Electric director who 
left Singapore in June last year and has 
not been traced since, though authorities 
would like to talk to him. There is a feel- 
ing that Tan may be paying a price for 
the corporate mess that Tham walked 
iy from. 
_ While not even his staunchest party 
allies question the legality of the Singa- 
pore Government's action in detaining 
and charging Tan, many are angry about 
the way he was treated immediately after 
his arrest. Keeping him locked up over- 
night in a cell, impounding his passport 





1983 rally: maintaining support. 


government to release the final report 
on the Bumiputra Finance Malaysia 
(BMF) loans scandal involving M$2.5 
billion (US$1 billion). Mahathir and the 
cabinet had studiously maintained that 
the legal implications of the case pre- 
vented them from making the report 
public. 

But on 22 January, at one of its reg- 
ular weekly meetings, the cabinet, 
which earlier had only said that it would 
be discussing the subject, decided to re- 
lease the report as a white paper in parli- 
ament. The next parliamentary sitting is 
scheduled for 10 March. Thus the 
cabinet decision has possibly removed 
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and then setting a record-breaking S$20. 
million in bail for a $$5.5 million offence. 


- were uncalled for, an MCA leader argued, 


Diplomatic observers, however, did 
not put much store in such heated words 
and have throughout remained optimis- 
tic about continued cordiality between 
the two countires. 


ans wealth and the nature of his fi- 
nancial transactions are unfamiliar 
to most Malaysian politicians of more 
modest means. But though there are 
those who feel, somewhat righteously, 
that too many high-flyers are getting 
favourcd treatment because of their po- 
litical connections in Malaysia, they do 
not want to be seen crowing over 
another's misfortune. “Tan made a mis- 
take," said a non-MCA politician in the 
National Front. “He forgot he was deal- 
ing with Lee Kuan Yew.” 

Although there has been no. vio- 
lence, the Malaysian police still thought 
it wisest to beef up their presence at a 
football match between Singapore and 
Selangor on 26 January. Two troops of 
128 men each from the Federal Reserve 
Unit and the unusual appearance of 
about 30 members of the Police Field 
Force showed that there was a readiness 
for trouble. But the match, though won 





the BMF affair as an election issue. 

More amazingly, in a pre-recorded 
TV programme aired that same night, 
Mahathir astounded the nation with his 
declaration that he was not corrupt and 
was not one of the wealthiest men in the 
world. *I can prove I am not the richest 
person in the world but I know why 
these stories are being spread," he 
asserted, in his first public acknow- 


-ledgment of a bizarre rumour that had 


been raging in Kuala Lumpur for 
months. | 

“The motive is political. Lam holding 
the highest office in the land, the post of 
prime minister, and there must be many 
who are not satisfied because they failed 
to get something or because they wish to 
topple the government or have some 
other reasons," he added, referring 
to alleged attempts to “sabotage” 
him. 

His denials set the town buzzing. Al- 
though Mahathir was replying to speci- 
fic questions from a panel of journalists, 


he had, in the past, always avoided 


meeting rumours head-on, and by his si- 
lence, had treated them with contempt. 
Observers have thus grown increasingly 


convinced that Mahathir, through his re- 


cent statements, is trying to outwit the 
opposition, issue by issue. 

However, the crowds and applause 
probably belie a real need to restore his 
credibility as the top national leader. 
Mahathir is suffering from a crisis of 
confidence, remarked a Malay political 
observer. None of his predecessors had 
to go out to the countryside to whip up 
public support. They drew unobtrusive 


by. visiting Singapore, passed off with- 
out incident. 

One element in the case has re- 
mained very much in the background — 
did Singapore discuss with, or at least 
inform, Malaysia of the investigation of 
Tan and of his impending arrest and, if 
so, how did the Malaysians react? Al- 
though it has been freely reported that 
there have been ministerial contaets 
since the arrest. — finance ministers 
Daim and Hu of Malaysia and Singa- 
pore, respectively, met in Singapore 
during the weekend following Tan's ar- 
rest — both governments have been 
tight-lipped about what contacts there 
were beforehand. 

A Singaporean official said it would 
be "inappropriate" to say anything on 
the matter, but there is little doubt that 
Singapore informed Kuala Lumpur at 
the highest level that the action was to 
be taken against Tan before it was ini- 
tiated. 

“It would be unthinkable for this to 
have come out of the blue,” one dip- 
lomat said. “Nobody will ever reveal 
what the reaction was in Kuala Lumpur, 
but they really had little choice but to 
raise no objections, given the cir- 
cumstances.” 

— Suhaini Aznam and Michael Malik 


support by the mere office they held. 

Moreover, the reference to foreign 
influences is often a useful way to de- 
flect attention from problems nearer 
home, the observer added. When a 
leader, whose slogan in the 1982 elec- 
tions was for a "clean, efficient and 
trustworthy”. government, has to deny 
allegations of corruption on the air, he 
has a serious credibility problem. 


B: the shift in campaign styles also 
reflects the nature of today's highly 
politicised society, observed a political 
scientist. Public rallies and TV address- 
es to the nation are the fastest, surest 
way of reaching the widest possible au- 
dience and Mahathir would be foolish 
not to use it, according to analysts. 
Moreover, the old patron-client poli- 
tical relationships enjoyed by the earlier 
prime ministers have broken down with 
the increase in population — 7 million 
out of the 15.5 million Malaysians will 
be eligible to vote in the next elections, 
Many rural people severed old ties as 
they moved into the cities. Thus 
Mahathir has faced greater difficulty in 
maintaining a network of traditional 
support than did his predecessors. 
Beneath it all is a tacit admission of 
the National Front's eroding popular- 
ity. Umno aides themselves admit that 
the next election would not produce the 
clean sweep the coalition scored in 
1982. After the experience in Sabah last 
April — when the National Front lost 
the state to a new-born opposition party 
— ruling politicians cannot take victory 
for granted. — Suhaini Aznam 
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After Pan-El, division 
of markets likely 


By Anthony Rowley in Kuala Lumpur 
(4 «4 The arrest of Tan in 
"44 the wake of the Pan- 
| Electric Industries 
collapse has made 
2| waves which threaten 
| to engulf a number of 
other big players on 
! both sides of the 
Singapore-Malaysia causeway. One of 
the victims will almost certainly be the 
traditional link between the Stock Ex- 
change of Singapore (SES) and the 
Kuala Lumpur Stock Exchange (KLSE) 
— but individuals will be involved too. 

Even as Tan was released on bail 
after being charged with abetting a cri- 
minal breach of trust, the Singapore Cri- 
minal Affairs Investigation Department 
(CAID) was understood to be closely 
questioning associates of another major 
player on the Malaysian business scene 
— said to be the “architect” of share 
buy-back arrangements — apparently 
attempting to establish a connection 
with Tan’s dealings. Also, various offi- 
cials of Pan-El as well as stockbrokers 
have been questioned by the CAID. 

There is undoubtedly resentment in 
Malaysia over Singapore's handling of 
the whole Pan-El/Tan affair. Seasoned 
Malaysian businessmen say that the in- 
cidents should come as a surprise only to 
those who forget that Singapore is es- 
sentially a “socialist” state which toler- 
ates businessmen onl¥ tor the wealth 
they help create, but will not counte- 
nance any dealings which embarrass the 
government in any way. But, at the 
same time, they add that Malaysia has 
not investigated the whole forward-con- 
tract/share manipulation episode in the 
way Singapore has, for fear of where it 
might lead. 

Share speculation and syndicate 
dealings — as well as forward contracts 
and buy-back deals — have been ram- 
pant for many years in both Malaysia 
and Singapore, tolerated apparently by 
both governments. Just why Singapore 
has decided to crack down now so hard 
is not clear. The most plausible assump- 
tion is that it is cracking down on those 
who caused it international embarrass- 
ment by precipitating a closure of the 
stockmarket early in December 
(REVIEW, 12 Dec. ’85). 

It so, Singapore may have brought 
much of the embarrassment on its own 
head. Bankers blame the government 
there of failing to provide “leadership” 
in the Pan-El rescue attempt, concen- 
trating instead on punishing those di- 
rectly involved with the company and 
the local stockbroking community. 
Broking industry sources claim that the 
government supervised the response to 
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get control over stockbrokers which it 
has always wanted to regulate in order 
to curb their “money-making” ethic. 

This seems to be borne out by the 
terms of a new Securities Industry Act 
which is currently circulating in confi- 
dential draft in the financial communi- 
ty, and which transfers formally to the 
Monetary Authority of Singapore 
(MAS) powers to police the stockmar- 
ket and brokers/dealers. It doubles 
existing penalties for infringement and 
gives the MAS wide powers to inspect 
books and issue directives to the 
stockmarket. It also tightens up (on 
paper at least) the rules against market 
rigging. 

Meanwhile, confidence in the SES 
continues to be eroded by fears that a 





The MAS: wide powers. 


number of stockbroking firms — includ- 
ing some of the best-known names — 
could be crippled by having to honour 
share buy-back deals relating to com- 
panies in Tan's stable, such as Pan-El, 
Growth Industrial Holdings (GIH) and 
Sigma International which are now con- 
sidered "worthless," as well as other 
companies unconnected with Tan or 
Pan-El but whose shares have suffered 
in the general stockmarket plunge since 
late last vear. 

Out of the S$600 million of forward 
contracts which the MAS estimated 
were outstanding at end-1985 — a con- 
servative estimate possibly if Malaysian 
linked deals are factored in — around 





S$350 million are thought to be at risk of - 


default. This is roughly matched by the 
size of a S$300 million new lifeboat fund 
being put together for the distressed 


Singapore broking industry whose total 


shareholders’ funds could be wiped out 
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by expected defaults. As risk is said tc 
be concentrated. among half of thc 
SES’ two dozen member firms — the 
biggest of which have shareholders 
funds of around S$30 million agains 
forward-contract obligations perhaps 
twice that size — the risk is even greatem 
than at first appears. 

A group of foreign banks, reported 
to be led by Bankers Trust Co. anc 
American Express International Bank- 
ing Corp. (neither of which would con- 
firm or deny their involvement to the 
REVIEW), is negotiating a 10-year loan 
to the broking industry. One brokem 
whose firm is quite heavily involvedli 
with forward contracts told the REVIEW 
that the deal is attractive to banks cur- 
rently short of good assets in Singapore 
and could be serviced from a 0.25% levy 
on broking commisions currently in op- 
eration. 

With market turnover at current 
levels, the levy will produce arounds 
$$30 million a year, enough to sér ` 
the debt, he said (which suggests : 
turn to the lending banks of around 
10%). A “good boom” in the market at 
any time in the next decade would en- 
able the principal to be repaid. The new 
lifeboat, which is supposed to be ready 
in about one month's time, would not be 
used in addition to the S$180 million 
lifeboat already put together by the big 
four local banks but which remains un- 
drawn because of its *onerous" condi- 
tions. The new facility may be used to 
pay off the old in fact. 


HB ut though the new loan is sup- 
posedly to the SES itself, and not to 
individual brokers, those who steered 
clear of buy-back obligations are kick- 
ing against it. They claim it still involves 
the guarantees of S$6 million per brok- 
ing firm which the MAS *arm-twisted" 
them into making for the original life- 
boat — and they are currently trying to 
clamber out of that. There is a suspic 
too that some of the foreign bank: 
said to include Citibank — are simply 
formalising their existing exposure to 
local brokers in the new lifeboat, and 
that some might end up converting their 
debt to equity. Only local banks will be 
able to buy five new SES seats which are 
to be offered for S$5 million each. 
Parallel efforts are being made to 
launch a new broking lifeboat in Kuala 
Lumpur with a number of local banks, 
which the REVIEW understands to in- 
clude Bank Bumiputra, Malayan Bank- 
ing, United Malayan Banking Corp. 
and possibly United Asian Bank as 
lenders. The total sum involved, how- 
ever, is only M$80 million (which 
supports the assumption that the 
lifeboat will rescue only those deals 
onnected with Pan-El) rather than the 
$150 million lifeboat or. sinally plan- 
ned and which foundered over condi- 
tions and brokers’ guarantees. A'ddi- 
tional. finance will almost certainly 
be needed to support brokers carrying 
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deal JEE peration since 
around 1980, and have been assumed to 
oe legally binding. However, OSK & 
Partners, the stockbroking firm of cur- 






.. "This is being seen by some in Singa- 
pore as an assertion that forward deals 
are non-enforceable legally. They in- 
tend protesting to the KLSE. However, 
the Singapore firm of Lin Securities has 
also declined to pay the Bank of Canton 
in respect of certain forward contracts. 
. Disputes of this kind are feeding into 
a view in Malaysia that the time has 
te to reconsider the traditional links 
es ween the two countries’ stockmar- 
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kets. So too is the fact that Kuala Lum- 
pur was effectively forced to close its 
stockmarket for three days in De- 
cember after the Singapore market 
closed. Malaysian-incorporated com- 
panies account for 58% of the total 315 
companies listed on the KLSE, accord- 
ing to Datuk Malek Merican, managing 
director of Arab-Malaysian Merchant 
Bank. They represent nearly 50% of the 
total SES capitalisation. Malaysian 
companies are responsible for 52% of 
shares traded on the SES. 

uch of this trading is in “more 


M speculative Malaysian shares” rather 
than blue-chips, according to Merican. 
“It is common knowledge that syndi- 
cates that try to rig share prices operate 
on both sides of the causeway,” he said. 
There is a growing feeling in Kuala 
Lumpur that the virtually automatic 
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cease so that lalaysiat twill 
not be so much at the whim of Singapore 


dealings where brokers are more active- 


and financing more readily available. 
Some observers believe that greater 
separation could help Singapore keep 
out Malaysian "pirates" while enabling 
Malaysia's own market in substantive 
Malaysian plantation, financial and in- 


dustrial counters to deepen. At any 


rate, the Pan-El episode is likely to be as 
much a watershed in the economic re- 
lationship between the two countries, as 
the ending of the parity link between the 
two currencies, enforced unilaterally by 
Singapore in, 1973. 5 
Meanwhile, the fate of numerous 
companies hangs in the balance as a re- 
sult of the Pan-El debacle, not least that 
of Pan-El itself. It remains in receiver- 
ship until one of the 37 creditor banks 
appoints a provisional liquidator or — 
as some of the banks are still hoping — 
the Singapore Government gives a lead 
in keeping at least parts of it afloat. The 
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most viable part of the property-cum- 
hotel-cum-shipping group is its Selco 
marine salvage arm. 

Pan-El badly needs an injection of 
cash to fend off pressures from both 
creditors and debtors, and bankers say 
that only a government-orchestrated ef- 
fort — involving probably local banks 
too — can achieve this. Otherwise one 
or more of the (foreign) creditor banks 
will break rank and put it into liquida- 
tion. Then, unsecured lenders to the 
parent company would get only 20 cents 
in the dollar and shareholders nothing. 
But while the government has been in- 
tent on banging brokers' heads together 
over Pan-El, it did little or nothing to 
compel local banks to help salvage the 
company and thus help ward off a 
much wider crisis. 

The tragedy of Pan-El, as one bank- 
er put it, was that it was basically a good 
company "ripped apart." At least part 
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sources say that Tham 1 
buy a S$100 million por 
through AAS to cover d 
the broking company, w 
the burden of the S$140 m 
ward contracts which Tan 
remove from Pan-El. 










































































mitments. Whether the | 
new lifeboat will be big 
these twoisinsome doubt. 
sumption was that S$360 m 
ward contracts were at risk o 
million outstanding — after excluding sc 
S$240 million attributable to Pam- Ef 
The fate of Tan's own stable of coi 
panies also remains uncertain in view of. 
his arrest and the great uncertainty Over 
his political future. Tan built up the. 
Multi-Purpose Holdings (MPH) and | 
Supreme groups (Review, 10 May - 
1984) essentially to support hiseffortsto 
gain political power and to provide veli- | 
icles which would help his Malaysian-. 
Chinese constituents to maximise the 
value of their business assets. i 

Tan Sri Wee Boon Peng's Unico: 
Holdings is currently seeking to buy into. 
GUH through which Tan controls Sup: 
reme. A source close to the deal told the 
REVIEW that this move was designed fo 
keep bumiputra (Malay) or local Indiar 
interests 











from gaining control "o 
Supreme, which has à valuable finance — 
company licenee as well as other assets, 
Supreme seems certain to surviv 
though in just whose hands is unsure 
The fate of highly geared MPH is less 
certain. MPH is controlled through the 
Koperasi Serbaguna Malaysia coop: 
tive group in which many small Chine 
investors have stakes and it depe 
upon Tan's business acumen to produ 
for them the sort of indirect participa 
in the economy that bumiputra 
holders in the Amanah Saham 
enjoy. This helps explain the- 
support Tan enjoys within the M 
grassroots level. | 
Beyond Pan-El and Tan’s ¢ 
panies, the outlook for Singape 
Malaysia’s corporate sectors in 
looks bleak. Analysts are ex 
grim results from a very broad spe 
of companies which have to report 
preliminary results for the year 
31 December 1985 by 31 March. ` 
may well drive the stockmarkets 
even further. Even a m 
porate tax cut in Sings 
companies that are c 
ing money at all. “ 
the brunt of the 
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special administrative region (SAR) 
China. If political changes in the ter- 
ritory do not converge with the Basic 
‘Law, Renton said, "there obviously 
could be a very unpleasant jolt some 
ime after '97." He declined to say 
wow such a convergence could be 
ichieved. 
n also emphasised Britain's 
all responsibility for the adminis- 
ation of Hongkong during the transi- 
m period, something he did not do 
luring a news conference here in Oc- 
er 1985. On that occasion he said 
at London would not interfere with 
itutional reforms in Hongkong and 
the territory should independently 
op its own system of government. 
lon's job, he said, was only “to ad- 
, if our advice is asked” (REVIEW, 14 
85). 








^re partly responsible for triggering a 





The minister's remarks last October 
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up to 1997 and beyond." 




















































ven before Renton had arrived in 

| Hongkong, his remarks in Peking 
about "convergence" and also those con- 
cerning his agreement with Peking that 
Hongkong's current political system — 
with its reforms to date — should be al- 
lowed "time to settle down," had un- 


nerved some people here, including un- 
Official (non-civil servant) members of 


the Legislative Council (Legco), the ter- 
ritory's law-making advisory body. Re- 
ferring to those in Hongkong who are 
worried about future political develop- 
ments, Renton described them as “very 
inward looking." 

The conservative English- -language 
South China Morning Post said Ren- 
ton's comments here and in Peking 
were “widely interpreted as a sell-out 
and a rejection of Hongkong's attempt 
to dece what form of government 
would best suit the territory in the run- 
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"THE LINES CONVERGED! 
HONGKONG 
British minister intensifies concern over rthe political future 
y Emily Lau in Hongkong EAS d 8 
B ritain's recent climbdown on push- | accusation from Xu Jiatun, director of 
ing for political reform in Hong- | the Hongkong branch of China's official 
kong in the face of stiff opposition from | Xinhua newsagency, that Britain had 
Peking is viewed here with deep con- | deviated from the Sino-British joint 
“cern as an indication that London is | declaration on Hongkong's future. 
buckling to Chinese pressure in the | China is understoond to be upset with 
transition period to 1997, when Chinais | Britain's apparent abdieation of respon- 
o resume sovereignty over the terri- | sibility for Hongkong in the run-up to 
ry. 1997, 
-Following a five-day yisit to China, Renton used the building of a rail- 
mothy Renton, British foreign and | way track as an analogy to explain the 
mmonwealth minister with speciq] re- | term convergence: "We.are creating a 
onsibility for Hongkong, told jour- | set of railway lines that lead up to 1997. 
lists here on 24 January that he “ag- | The Chinese will be creating a set of rail- 
reed above all" with Peking that politi- | way lines that lead on from 1997, 
cal changes i in the transition period must | The need is to see that those two rail- 
converge" with the Basic Law, a mini- | way lines meet together at a crossing 
constitution Peking is drafting for use in | point.’ 
Hongkong when the territory becomes 





some unfounded fear. S 





sure from Peking, the H ngkong Gov- 
int sed 1987 review of the. 
territory’ S political system would be an. 
"empty review. E 

Renton said. the 1987 review: would . 
be "serious" and the British Govern- 
ment had no preconceived ideas about. 
what should go into the review. He also 
said he does not think Peking has any. 
preconceived ideas about what should: 
go into the Basic Law. However, he de- 
clined to answer a "hypothetical" ques- 
tion about how the British Government 
would react if Legco came out in favour 
of direct elections... 

Renton also dismissed as hypotheti- 
cal a question posed by Legco unofficial 
Martin Lee on what the British Govern- 
ment would do if there was no con- 
vergence between the territory's evolv- 
ing political system and the Basic Law. 
Lee, also a member of the Basic L 
Drafting Committee (BLDC), is c 
cerned that Britain's failure to stand up 
to Peking on political reforms is reduc- 
ing Hongkong's administration to a 
lame-duck government. 

The significance of Renton's Peking 
visit, said Ho Sai-chu, a Legco unofficial 
and a member of the Chinese People's 
Political Consultative Conference, was 
to officially confirm that Britain has ag- 
reed that the Basic Law and political 
developments here must converge. By 
showing it was prepared to cooperate 























with China, Ho said, Britain had earned 
Peking's goodwill, which would be use- 
ful in securing future economic benefits, 
China is known to be worried about 
being pre-empted from having a say 
over the future SAR's political system 
by changes instituted via Britain during 
the transition period which would lead 
to the installation of pro-British ele- 
ments in the government. Chinese offi- 
cials have repeatedly said the SAP’ 
political system should be defined 
the Basic Law, the first draft of which is 
to appear in 1988. The law is to be prom- 
ulgated in 1990. 

In an attempt to pre-empt the Hong- 
kong Government's proposed 1987 po- 
litical review, which would propose op- 
tions for further political reforms here, 
and to ensure convergence, Hongkong 
political groups such as Meeting Point 
and the Hongkong People's Association 
suggested that China should release that 
section of the Basic Law dealing with 
the political system in 1987. 

Senior Legco unofficial Lydia Dunn 
said so long as Britain and China listen 
to the wishes of the Hongkong people, it 
does not matter who proposes the plan 
for political changes first. However, 
Legco unofficial and BLDC member 
Szeto Wah disagreed: "The Chinese 
leaders have laid down the timetable for 
the drafting of the Basic Law, I don’t See 
why they should change it because of 











It was inevitable that Tim Severin, a 
writer who is fascinated by the apparently 
legendary voyages of heroic travellers, 
should one day find himself examining 


the stories of Sindbad the Sailor. 
Tales of his voyages, collected in 


“The Thousand and One Nights, were sup- 


posed to have taken place between 786 
and 809, when Haroun al Rashid was 
Caliph of Baghdad. 

“There is no doubt that Sindbad is 
based on historical fact,’ says Tim. “He is 
a symbol of the whole extraordinary 
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ue" After nearly 1,200 years, Si ndbad 


near ly comelve. 


hundred years ago.” 


So Tim set out to discover whether 
the legend could be based on fact. "We 
aimed to show how Sindbad and the early 
Arab navigators coped with the 6, 000- 
mile journey from Oman to China. To do 
that, we had to build a boat as identical to 
his as possible." 


The original Arab 
trading ships were con- 
structed from planks 
sewn together with 
coconut fibre. (Marco 
Polo, we are told, was 
not impressed by their 


methods. Modern 


naval historians were 


not encouraging 
PROTECTIVE OIL IS APPLIED : h 
ro THE COCONUT ROPE. CItNer. ) 


However, an authentic ship was 
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struction — but with some 400 
miles of coconut rope. 

The ship wascalled Sohar » 
and Tim sailed her on the 
ancient Spice Route ~ across 
the Arabian Sea to India, then 
to Sri Lanka and on across 
the Indian Ocean to Sumatra 
andthe MalaccaStraits. Then, 
finally, through the China Seas mg / 
to Canton. Vtde di Z2 


built without a single nail in her con- P 
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the Sailor puts to sea again. 


During the voyage, underwater 
rudder repairs had to be made in shark- 
infested waters. The Sohar was becalmed 
in the Doldrums and the crew had to 

catch rainwater to drink. T heir mainspar 
snapped in two in a 
the Indian Ocean. 
The seas off the 
coast of Vietnam 
were so violent that 
five sails were 
ripped to shreds i in 


a single day. 


"He after 
seven-and-a-half months, Tim Severin, his 
crew and the Sohar sailed into Canton to a 
triumphant reception - with the legend 
,, of Sindbad now a verifiable fact. 














TIM SEVERI FROM AN 


N LEARNS 
OLD ARAB SEA CAPTAIN 


Throughout those months, 
Tim had relied on his totally 
_ waterproof Rolex Submariner, 
the Chronometer that had served 
him in reconstructions of other 
N historic voyages 







Thus Rolex watches, which 
f have been up the highest moun- 
” tains, to the depths of the sea, to 
both poles and thr ‘ough the deserts, 
have now become part of the 
Arabian legends of “The 


Thousand and One Nights." 


of Geneva 


THE ROLEX SUBMARINER CHRONOMETER IN ISCT. GOLD ALSO AVAILABLE IN STEEL AND GOLD OR IN STAINLESS STEEI 
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A^ the beginning of Thail: 


hot season, the country’s azure skis 


are speckled with thousand 
brightly coloured kites. 


Kite flying in Thailand is cent 


old and the country also has a pro 


history of powered aviation. 





In 1912, three Thai army perso: 
were trained in a French flying sch 


learning how to fly and build planes 


The kingdom of Thailand qu 
bought its own aircraft and s 
mail and passenger services. li 


Thai International was formed 


O 


has grown to be a major world airli 


Fly smooth as silk on Thai. The ai 


thats always been enchanted b: 


wonders of flight. 





^l never gamble at the table? 








a "Prof. lr. Dr. T. L. R. 
DD wey Ph.D., M. D., 


Psychiatric, and Chronic | 
erspecialist Professor, — 
ir Nachnoer Radar Physicist. 
Engineer Inventor Professor, |. 
a linical Superspecialist Malcambbak 
. Computer Inventor Professor. - 
Below this impressive list comes 
-another series of titles: 
Commander-in-Chief 
World Arsss Nuclear-Nachnoer Radar 
© Centre Base Azurescraper. 
orid. ter-Governmental-Organisation 
| World Inter-Governmental Or- 











1 it Sumatra. According to one of 
the REVIEW's *deep-throat" sources in 
Jakarta, the above gentleman presented 
himself recently at one of the Indone- 
sian capital's diplomatic missions and 
claimed the reward being offered for the 
arrest of a man wanted for blackmail in 
fhat mission's home country. He as- 
serted that by judicious use of one of his 
extraordinary inventions, the World 
Arsss Nuclear-Nachnoer Radar 
Analysis which he had installed in 


Europe, he could instantly locate the. 


criminal. 


In laying claim to the reward, the 


Marshal-General Professor Engineer 
Doctor (1 think I'd better refer to him 


more simply and shortly as Dr Arss. 


henceforward) presented a brochure 
giving documentational proof of his 
equipments performance, though | its 
precise functions remain unclear. 
example, it "automaticly monopolises 





; world state of individual nations as- 
first and last nanosecond radar." It | 


could ' ‘umlimitedly detect any living 
things everywhere" and "automaticly 

‘bombard the UFO RADAR out, not only 

very most powerful than any surveil- 

Jance radar," 

“miraculous inventiveness powers of my 
World Arsss Nuclear-Nachnoer Radar” 
which had "very uniquely conquered all 
the USA and the USSR military micro- 

second radars after one to another." 
deed, in "continued world military- 

radar competitions” it had demonstrat- 
ed “500 times of the power" of its US 

‘and Soviet counterparts. 

@ THEN, in diagrammatic form, Dr 
Arss (he himself takes a double Ug" 
while his apparatus is blessed with 
three) makes more detailed claims 





about the functions of his magical inven- - 
tion — ranging from surveillance and 
counter- 


. tracking to counter-radar, 
-counter-radar, counter-anti-radar and 
i ti-counter-anti-radar, intercepting in- 











sation is located on Sulah Hill Top - 


For 


but revealing “the most 





In- | 


| interest |. 
BUDGETARY ARRANGEMENTS of 


satellites or  PROSPERQU 





planes (including MIRVs, MARVs, 
AWACs, Cruise Missiles and. Big 
Birds), UFOs and robots, scanning the 
depths of the ocean and blinding any 
other radar: “The Arsss Nuclear Atomic 
Explorer Radar ANGSTROMS SKY- 


. WARD detects latitudes, longitudes, al- 


titudes, vertexs, fathoms, geodeme- 


trons, angstroms and vertexically al- 


titudes, explorates and researchs any 


| Atomic and Nuclear Particle every- 


where just in ONE PER FIVE HUNDRED 
MILLIONTH SECOND DETECTIONS, 
EXPLORATIONS AND RESEARCHES 
from the SULAH HILL TOP to.” 

Just in case anyone should doubt 
these claims, Dr Arss adjures us: “Just 
Imagines on How the CBU-55 COM- 
PRESSION BOMBS = AIR VACCUM 
BOMBS = Asphyxiation BOMBS were 
designed to clear the MINE FIELDS by 
creating a SURGE in pressure just 
ABOVE the GROUNDS which would 
NORMALLY DETONATES the MINES 
triggered by the foot steps on — but will 
directly kills any Enemy troop by suck- 


Ang the Air out of their Lungs off au- 


tomaticly. So only thus can the ENCAP- 
SULATED | NUCLEAR-WARHEAD 
TORPEDOES and OTHERS. be 
stroyed and bombarded off the Seabed 


Bases and everywhere by the Vertexical 
Altitude Bombers be guided by my 
"WORLD ARSSS NUCLEAR NACH NOER 
“RADAR from the SULAH HILL TOP.” 

© ON the first page of this amazing ` 
brochure Dr Arss strikes an uncharac-. 


teristically modest note: *I can't control 
the earth, world, outer spaces, planets, 
stars and ultramundane directly." But 


things are different with his machine: “1. 
-am automaticly controling. everything in 
| and on the earth, world, outer spaces, 
“planets, stars and ultramundane after - 
| one to another." 
tan "prevent any war from the civil War 


Therefore, Dr Arss 


to the atomic and nuclear war.’ 


€ ALTHOUGH Dr Arss is pm 


dedicated to world peace, it appears he 
is not above a little blackmailing of the 
superpowers himself. Thus he claims 
that his apparatus has successfully lo- 
cated “the US Navy A-4 Nuclear 


| Weapon Jet Fighter on the SEABED 
after FELL OFF from an Aircraft Carrier 
| and SANK” and "the US Scorpion Nu- 


clear Submarine on the SEABED after 
SANK.” Dr Arss adds: “I had then re- 
quested the USA Defence Department 
and USSR Defence Ministry alike to 
pay a US$5,000,000 for my ‘World 
Arsss Nuclear-Nachnoer Radarscope- 
graph and Radarscopemap' Detected the 
LOCUS above" but continues reassur- 
ingly that: "ALL the REVENUES of 
MANY BILLION AMERICAN DOL- 

LARS” earned by his equipment “has 
been dedicated and consecrated for the 
of the FINANCIAL AND 





S AIDS for the. POV ERTY 





de- 
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PEOPLES" — gifts du 
UN headquarte rs, 
Dr Arss is all heart. A: 
are all “LIVING in the A’ 
NUCLEAR AGE (the got 
never differentiates betwee 
and "weis not goingto be CO 
and DOMINA TED li 
POWER. E 
RESSION and DEFE 3 
ATOMIC AND NU 
eem “ee one or i 


































































































MOMENTUM. to DES TROY Us ALL 
Otherwise, Dr Arss concludes, “Th 
World State of Individual Nations ar 
conscious in alive, CONFRONTING | 
an APPARENT CHOICE between 
CHOICE AT ALL —- except to P 
VENT any ELEMENT ATOMIC A 
NUCLEAR WAR HENCE." 
@ DESPITE this peace-loving posture 
the apparatus has some questiona 3 
antecedents. As Dr Arss writes: “My 
1$$2, 500,000, 000-Indonesian-German- 
Nazi World Military-Arsss Nuclear: 
Nachnoer Radar is a Military Nono-- 
second Rader from a 5% German NAZE 
Military Cosmic-Rays Radar of the: 
German NAZI Military Tactical amf 
Strategical Mathematics of Defensive. 
and Offensive War Invasion Conquest 
Techniques on my German Nazi Officer | 
War Training." Here follows a lone 
passage in German which seems just.as | 
verbose and repetitive as Dr Arss'sstyle | 
in English, but which implies that his. | 
scientific genius was first awoken in 
Peenemunde, where the Germans deseci 
veloped their rockets (V-weapons) dure) 
ing World War H. 
€ AFTER reading all this ranting and 
raving, one is tempted to wonder why. 
Dr Arss, sitting there with all that power 
at his fingertips, available within one. 
nanosecond, does not impose world. 
peace by blanking out all radars, blind- 
ing all missiles, and by | equos 
sucking off the air out of the lungs . 
anyone who disagrees with him. B 
then, of course, he'd be unable to re 
the billions of dollars of prosperous 
he is giving to the poverty peoples, 
It's a multilingual wonder and, 
tirely n of the dear ia aaa 
mixed-up slogan: / est plus tard 
vous croyez et ne plus ultra — which L 
would guess means roughly "It's | 
than you think and none better," 
the Professor sign off for hi 
other words, TH let him have 
end: | 
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d By Guy Sacerdoti in Manila 


R egardless of who garners more votes 
— or who ultimately is declared the 
winner — in the 7 February presidential 
election, the campaign has already 
. placed the political edifice President 
Ferdinand Marcos has built up over the 
past 20 years, nine of them under mar- 
tial law, as much at stake as his personal 
- political and economic legacy. The po- 
tential role of the military and its politi- 
cal influence, with its increased power 
since martial law, will be exposed in the 
way it behaves during the polls. The 
level of Marcos' control over his own 
provincial political machinery is also at 
stake. 

| As for the moderate opposition coal- 
| ition headed by Corazon Aquino, it is, 
as some academics and US government 
Officials note, the relevance of the non- 
violent opposition as an alternative to 
either Marcos or the communist-in- 
ed insurgency and its united front 
tactics which is at stake. 

That both sides are predicting a land- 
| slide victory for themselves illustrates 
- | their need to express publicly their per- 
E a ceptions of current voter support. In 
| reality the vote is expected to be 
. close. The more sober analysts within 
_ the opposition camp maintain privately 
that they will win 60:40. But they as- 
| sume a built-in 10% fraud Jevel tradi- 
tional for a Philippine incumbent, mak- 
| ing the after-adjustment tally virtually 
E 

An independent poll, taken in late 
| january and updated daily by a senior 
_ businessman with government connec- 
tions, has so far tallied figures from 
15, 000 respondents (which represent 
-. 5195 of the electorate on a regionally 
| . weighted basis) and also yeilded a 
.. 60:40 win for Mrs Aquino. 

And, despite public pronounce- 
ments of a sweep, the mood at Marcos’ 
_ Kilusang Bagong Lipunan (KBL) party 
caucus on 26 January hinted at the 
- closeness of the vote. As Marcos’ am- 
bitious wife Imelda exhorted local KBL 
" leaders, “we must win at all cost,” 
| meaning the party's declared landslide 
| was anything but secure. The KBL is 
=|, aiming for a 65:35 win for Marcos, 


De 
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| campaign strategists say. 

us For Marcos, it is primarily his per- 
id sonal control over the political system 
| which is wavering. From the start of his 
iW national political career in 1959, and 
© true to the tradition of Filipino politi- 
= cians, Marcos based his support as 
much, if not more, on largesse as 
-ideolo ical sympathy. Patronage 
— helpec him build a wide constituency to 
| write the 29. iconstitution, which 
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|| True cost of defeat 


| High stakes for candidates and their causes 


changed the old US-style presidential 
system with its congress, senate and in- 
dependent judiciary to one similar to 
the French parliamentary style — with a 
much stronger president. 

Powers of decree and its use to sup- 
port economic cronyism, while derived 
from the idea of nurturing corporate 
conglomerates and development 
dynamoes after the Japanese and South 
Korean models, were also used to sup- 
ply the funds for political largesse in im- 
portant provincial outposts. And in 
1978, when the first parliamentary elec- 
tions were held, the system was used to 
finance the newly-organised KBL, de- 
signed to project a pyramid of support 
and control down to the barangay (vil- 
lage) level. 

Earlier, public support for the struc- 
ture was by no means lacking. The first 





Marcos: not intending to lose. 





few years of martial law, promulgated in 
1972, saw a large overall support for 
Marcos. Many businessmen and politi- 
cal leaders say they were tired of the 
family feuds and the warlordism of the 
traditional oligarchy, which under- 
mined the business climate and led to an 
almost anarchic atmosphere with a high 
crime rate and the proliferation of 
firearms. 


E 5s newly created structure, how- 
ever, was heavily dependent on 
Marcos. And despite the vaunted issues 
which are now being stressed by the op- 
position — such as the 1973 constitu- 
tion, decree powers, alleged wealth in- 
vested abroad, corruption and cronyism 
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— the main issue ultimatély has. be- 
come, as Marcos himself said when he 
first announced the February election, 
Marcos the man. 

The limitation of this structure is that 
without the man the system can crum- 
ble. Hints that this was already begin- 
ning to happen were evident in the days 
following the 1983 Benigno Aquino as- 
sassination, when cabinet ministers 
complained privately that the Armed 
Forces of the Philippines (AFP) Chief 
of Staff Gen. Fabian Ver was vetting all 
contact with Marcos. And during the 
national assembly campaign for the 
May 1984 elections, those cracks wide- 
ned with some defections to the Opposi- 
tion. 

In this campaign, cabinet ministers 
have fanned out to their respective re- 
gions campaigning on behalf of Marcos. 
But their ability to solidify local 


5 Pa KB 
support is less than clear. National A 
ures such as Defence Minister. J 







Ponce Enrile and Labour Minister E 
Ople have been quietly visiting loca 
KBL leaders to ensure that they tow the 
line. But for the first time there are indi- 
cations of some serious hesitancy 
among provincial Marcos  loyalists, 
based as much on self-pro- 
tection as on less than full 
support for Marcos,, ^» 

Local KBL leaders 
from the critical central 
Luzon rice-bowl region 
and in Pangasinan pro- 
vince (with the third 
largest provincial voting 
population and on the 
boundary with Marcos' so- 
called “solid north") told 
the REVIEW that they are 
worried over Marcos’ 
health — whether or not 
he can last beyond the year 
let alone finish a new six- 
year term. x 

They also say that t 
emotional impact of Mas 
Aquino's largely “anti- 
Marcos" campaign stra- 
tegy has combined with 
the health issue to make 
them concerned, about 
their own local support. 
Mrs Aquino has barnstormed through 
61 of the country's 73 provinces, against 
Marcos' nine as of 29 January. 

With local elections for governors, 
mayors and councilmen still scheduled 
for May this year, a number of KBL of- 
ficials in these large and crucial elec- 
torates are beginning to hedge their 
bets. 

Some have held discussions in private 
with local opposition leaders. And 
while there is no indication that they 
plan to jump ship before the presiden- 
tial election, the tenor of the talks has 
been on ensuring a clean electoral 
count. 

Marcos has stressed in campaign 
speeches that even if Mrs Aa S 
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she will Rave to face an assembly 
which is two-thirds controlled by the 
KBL. 

But her response is that she will be 
able to attract at least some KBL sup- 
port if her victory proves that the major- 
ity of the people are behind her. What 
she is referring to is the traditional wide- 
spread shifting of party affiliation be- 
fore and after elections. Incidentally, 
the only active and prominent national- 
level politician who never changed par- 
ties under the pre-martial law system is 
Arturo Tolentino, Marcos’ vice-presi- 
dential running mate. 

But beyond the cracks within the 
KBL local machinery, outright defec- 
tions of senior provincial officials 
should carry significant influence with 
voters. Most important are officials 
from the southern island of Mindanao 
which, despite its reputation as an oppo- 
ition bastion, maintains large KBL 
ngholds in certain regions. Former 
président Emmanuel Palaez, the 
or national politician from the area 
åd KBL member in the national as- 
sembly from 1978-84, travelled with 
Mrs Aquino during her Mindanao foray 
on 16-22 January, drumming up local 
support for her campaign. 








Imost as important was the defec- 
tion of KBL governor Carlitos For- 
tich of Bukidnon province, a popular 
figure in what political pundits term the 
swing-province in the south. Also, KBL 
MP Omar Dianalan from the solid 
KBL Muslim district of Lanau joined 
the opposition on 25 January, along 
with former Lanau governor Mandan- 
gan Dimacuta, father-in-law of the 
KBL chairman for the region, Ali Di- 
maporo. Even in the northern Luzon 
province of Cagayan, Enrile's home 
province, the KBL mayor of the pro- 
vincial capital of Tuguegarao, Apolonio 
Reyes, has joined the Aquino bandwa- 
1. 
Marcos said after the Aquino assassi- 
ion — when rumours about his fail- 
ing health were rife — that he *does not 
intend to die." Similarly in this elec- 
tion his aides stress “he doesn't intend 
to lose." Thus also at stake for Marcos 
is the built-in embarrassment the elec- 
tion threatens. With enthusiastic public 
support for Mrs Aquino, even if Mar- 
cos wins with a wide margin — which is 
still a possibility, given that the vast 
majority of his organisation remains in- 
tact — the widespread popular percep- 
tion that he will have to cheat to 
do so lessens its impact, regardless of 
what international electoral observers 
conclude. ? 
The same cannot be said, however, 
for the cronies who withstood the éco- 
nomic crisis following the Aquino assas- 
sination. Most prominent is Eduardo 
Cojuangco, cousin of Mrs Aquino who 
is campaigning hard for Marcos in Mrs 
Aquino’s home province of Tarlac and, 
according to sources, has begun dis- 
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tributing large sums of cash to ensure 
the vote. 

People interviewed in the coun- 
tryside, in provincial capitals and even 
in Marcos' traditional strongholds say 
that they expect the military to intimi- 
date voters, tally sheets will be switched 
and ghost votes will be added to Marcos' 
count. 

With that attitude prevalent, regard- 
less of whether the allegations are true 
or not, even a legitimate new mandate 
will be questioned. The scenarios which 
abound in the provinces and in Manila 
range from election postponement and 
a declaration of a state of emergency, to 
Marcos contesting the election results 
while staying in Malacanang palace. It is 
also in vogue to talk of a possible mili- 
EOS 

hese scenarios go on to predict a 
loss of US support, both political and 
economic; a real threat of massive anti- 
Marcos demonstrations after the elec- 
tion (which Mrs Aquino says she will 
lead if the elections are fraudulent) and 
the real worry among some analysts of 
an imminent clampdown against the op- 
position. 

These predictions follow from Mar- 
cos’ penchant for charging the opposi- 
tion of colluding with the communists. 
His support for the Commission on 
Elections’ (Comelec) deputising fully- 
armed contingents to protect polling 
places in Mindanao and the western 
Visayas — as well as the sending of two 
special task forces to the southern Bicol 
region of Luzon — is designed to high- 
light the possible communist interfer- 
ence with the election. 

He has also alleged in his campaign 
that there were communist advisors 
within the Aquino camp — a claim 
strongly denied by the opposition. 


In fact, AFP Vice-Chief of Staff 


Lieut-Gen. Fidel Ramos has shown the 
REVIEW captured documents from à 
Communist Party of the Philippines 
plenum held on 23 December in Nueva 
Ecija province outlining four policies 
towards the election: 

» Officially boycotting the election. 

» Using propaganda to support the 
boycott. 

» Increasing raids and ambushes 
against the military to keep them away 
from the polls. 

» Avoiding snatching away of ballot 
boxes. 

The communist strategy is to allow 
the election to go ahead and, assuming 
Marcos wins or forces himself to win, to 
prove to the opposition the futility of 
fighting Marcos via the ballot box: This, 
coupled with the popular sentiment that 
fraud will take place, highlights what is 
ultimately at stake for the opposition — 
becoming irrelevant as a moderate al- 
ternative. That is something neither the 
moderates (including Mrs Aquino and 
her running mate, Salvador Laurel) nor 
the international community, particu- 
larly the US, want. Oo 


Arms and 
the men 


The military’s role in the 
polls could be crucial 


By Rodney Tasker in Manila 

hile most political observers in 

Manila expect Marcos and his sup- 
porters to use all the forces at their dis- 
posal to try to ensure victory in the 7 
February presidential election, the role 
of the AFP in the polls is a crucial factor. 
The reaction of military officers to the 
election result will be equally, and 
perhaps ominously, significant. 

Marcos’ critics accuse him of regard- 
ing the AFP, of which he is commander- 
in-chief, as his private army. He has 
gradually enhanced the armed forces’ 
status as a political force, and at the 
same time military officers have them- 
selves become factionalised. 

Marcos first admitted that there 
were factions within the military in an 
interview last December and more re- 
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AFP troops: crucial factor. 





cently has used the issue apparently for 
political motives. As had been common 
knowledge for some time, hé said one 
major faction owed allegiance to Ver, 
while other officers fell behind Ramos, 
viee—chief of staff and commander of 
the ‘Philippine Constabulary (PC) and 
Integrated National Police (INP). 
Ramos was acting chief of staff for a 
year until last December, while Ver 
took leave to face charges of conspiracy 
in the 1983 assassination of opposition 
leader Benigno Aquino. After his ac- 
quittal by the court, Ver was restored by 
Marcos to his position. Ramos is re- 
spected by many. officers and politi- 
cians as an honest, professional general. 
Ramos is also favoured by $ 
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Washington, which has become increas- 
ingly dismayed by Marcos' evident de- 
sire to keep Ver — a 66-year-old general 
whose tenure has been extended — at 
his side despite widespread suspicion 
over his role in Aquino's death. 

Another factor in AFP factionalism, 
heightened by the coming election, is 
the Reform AFP Movement (RAM). 
The movement, which emerged pub- 
licly only a year ago, claims active mem- 
bership of 1,500 middle and lower-rank- 
ing officers in the 13,500-strong officer 
corps and is dedicated to restoring the 
armed forces’ tarnished image. RAM 
leaders, who have launched their own 
programme to ensure an honest election 
(REVIEW, 30 Jan.), do not fit into either 
the Ver or Ramos factions. 

But when RAM officials met Ver on 
17 January, Ver is known to have unsuc- 
cessfully asked them to stop their ac- 
tivities. Ramos has made known his 
support for the movement, though the 
RAM is unhappy that he did not use his 
position as acting chief of staff to push 
for more reforms. 

Although Ver and Ramos have 
never publicly acknowledged the split 
between them, military sources say the 
time may be fast approaching when the 
factionalism may become an open 
wound, with a direct bearing on the 
election. Ramos has also been given ex- 
tensions beyond his normal term of ser- 


vice, but unlike Ver he has offered his 


resignation to Marcos every January for 
the past four years of his extension. 

He also offered his resignation in 
early December 1985 after Ver's rein- 
statement as chief of staff. Recently, 
Ramos offered to resign, yet again, 


when three members of a 17-man inves- 
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tigation board differed from the major- 
ity view that he should be exonerated 
for administrative negligence over the 
killing of 27 people by police. and 
paramilitary forces in Escalante, on the 
island of Negros, last September. 

The factionalism issue was exacer- 
bated on 21 January when Marcos, 
answering questions after a speech to 
businessmen in Manila, claimed that 
factionalism in the military had grown 
during Ver's one-year absence as chief 
of staff. In further references, regarded 
by many observers as a snub to Ramos, 
Marcos said Ver's leave had led to “dif- 
ficulties" in the military and inferred 
that, despite earlier statements about 
Ver's retirement before the election, 
there was no suitable general to take 
over from him. In this context, Marcos 
added that Ramos had offered to resign 
over the Escalante affair. 


ources close to Ramos say he is hurt 

by the inference by his commander- 
in-chief that he has promoted fac- 
tionalism and angry about the reference 
to the Escalante incident. 

The split between Ver and Ramos 
may well have a direct bearing on the 
conduct of the poll. Comelec has de- 
putised Ramos's PC and INP to ensure 
peaceful polling by keeping law and 
order in voting areas while staying 50 m 
away from polling precincts. Ramos ap- 
pears to have taken this role very seri- 
ously, issuing a directive to regional PC- 
INP commanders instilling in them the 
need for “honest, open and peaceful 
elections." 

But sources close to Ramos still feel 
that given the potential exploitation of 
certain armed-forces units' ability to in- 


The battle abroad 


Marcos aides fight US allegations on elections 


By Nayan Chanda in Washington 


a ds Philippine electoral battle has 
reached Washington. While the US 
Congress held hearings on the fairness 
of the coming election and on Marcos’ 
and his family's alleged property hold- 
ings in the US, and the US media ex- 
posed Marcos' "fraudulent" wartime re- 
cord, Manila's acting foreign minister, 
Pacifico Castro, aided by a powerful 
public relations firm, launched a cam- 
paign here to defend his government's 
record. 

However, despite grave doubts that 
the 7 February election will be fair, the 
US administration and congressional 
leaders have decided to send an official 
observer delegation to the Philippines. 
In addition to the official poll-watchers 
to be led by the senate foreign relations 
committee's chairman, Richard Lugar, 
an international observer group spon- 
sored by the Republican and Democra- 
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tic parties of the US will also travel to 
the Philippines to observe the election. 

Both administration officials and 
congressional leaders have said that the 
purpose of sending observers was not to 
give a seal of approval or disapproval 
but to provide moral encouragement to 
the voters. But in the light of growing in- 
dications that the elections may be con- 
ducted fraudulently, there is concern 
that official US observers could be put 
on the horns of a dilemma. A rigged 
election would either make them ac- 
complices or put the administration in 
the tough position of having to de- 
nounce it and take action. 

Testifying before the senate on 23 
January, Paul Wolfowitz, assistant sec- 
retary of state for East Asian and Pacific 
affairs, pointed to several “very troubl- 
ing" developments: 

» Despite repeated indications that he 
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timidate voters in past elecfions, in they 
final analysis it is up to the civilians tos 
organise and protect heir own vote. 
Those officers, particularly in the PC, 
who support Ramos are generally more 
professional in their outlook, and can be 
counted on to try to prevent dirty tricks. 
by threats and intimidation in the com- 
ing poll. They are backed by an influen- 
tial group of 50 retired generals who, 
over the past two years, have periodi- 
cally put their names to statements ex- 
pressing concern about the erosion of 
people's support for the armed forces. 
However, some army officers, in- 
cluding army commander Maj.-Gen. 


Ramos: supporting the RAM. 


would do so, Marcos has not filled two 
vacancies on the official Commission on 
Elections (Comelec) with respected in- 
dividuals acceptable to both sides. 

» The US is concerned about report: 
“harassment and orchestrated criticisnt" 
of [the] distinguished citizens' volunteer 
group" Namfrel (The National Citizens’ 
Movement for Free Elections) which 
could inhibit its freedom of action and 
discourage volunteer participation. 

» Disturbing questions remain on whe- 
ther Namfrel will be able to do a “quick 
count” of votes which it successfully did 
in the 1984 elections. 

» Reasonable and fair access by the op- 
position to the national media has not 
occurred. National TV remains largely 
unavailable to the opposition and radio 
broadcasters have been pressured to 
limit opposition campaign coverage. 

» Despite much talk of the need for 
military reforms, the top leadership of 
the armed forces remains essentially un- 
changed, “thus forfeiting a chance to in- 
crease public confidence in the neutral- 
ity of the military in the coming elec- 
tion.” 

> At least five opposition campaign 
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Josephus Ramas, Air Force Command- 
er Maj.-Gen. Vicente Piccio and sup- 
porters, and mewly appointed Navy 
Commander Commodore Brillante 
Ochoco — who has stated publicly that 
when Ver retires, he will go with him — 
are regarded by more public-spirited of- 
ficers and opposition leaders with con- 
cern. These figures are known to owe al- 
legiance to Ver and Marcos. 

The opposition is worried that this 
pro-Marcos faction might be used for 
political purposes in the election. One 
of Mrs Aquino’s leading election aides, 
Lupita Aquino—Kashiwahara, charged 
on 27 January that Marcos was planning 
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Ver: denied ‘terrorism’ claim. 


workers and four from the ruling party 
have been murdered. “Thus far, we 
have seen no significant effort to bring 

ose responsible for these political 
...üurders to justice or to inhibit further 
violence and intimidation.” 

Lugar, too, has raised these issues to 
express his doubt about the fairness of 
the election and criticised the recent 
Comelec decision restricting the pre- 
sence of foreign observers at polling 
places. 


owever, in the end the foreign rela- 
tions committee backed the admini- 
stration decision to send an official ob- 
server delegation of 40, half of whom will 
comprise congressmen and the rest pri- 
vate citizens. Lugar said that despite his 
"significant reservations" about the elec- 
tion, he hoped *the presence of Ameri- 
cans will be a help to anyone who wants 
to keep the fraud down to a dull roar.” 
Although there have been allega- 
tions of covért US assistance to the op- 
position, in his testimony Wolfowitz 
said that the US did not support any in- 
dividual or party, but he implicitly as- 
sured the opposition of future US sup- 
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to use the AFP *in a big way" to distort 
the outcome of the election. She iden- 
tified 38 provinces where she said this 
force would be active. 

It appears military regional unified 
commands (RUC) in certain areas will 
be brought into the election process. 
The RUC's nationwide network was in- 
troduced by Ver two years ago, and 
most RUC commanders are army offic- 
ers known to be loyal to him. On 26 
January, Comelec announced that 
RUC commanders in Mindanao and the 
western command — considered by the 
opposition as areas where they have a 
majority of supporters — were being 
deputised for election duties because of 
the threat of terrorism there. 


bservers also noted that Brig.-Gen. 

Isidoro de Guzman, whom military 
sources consider to be a strong Marcos- 
Ver loyalist, was recently transferred 
from the central Visayan region to cen- 
tral Luzon, which includes Mrs Aquino's 
province of Tarlac. 

Troops have been criticised by the 
opposition for manipulating the polls in 
favour of the ruling party in the past. On 
26 January, Ver denied an opposition 
claim that 15 government units had 
been formed in Metro-Manila to “ter- 
rorise" voters. But military sources said 
that a special composite battalion was 
being formed in Manila, and five or six 
other battalions, largely comprising 
troops from the southern Philippines, 
had been brought to the capital to act as 
election strike squads. Troops are also 
being formed into election task forces in 
other parts of the country. 

While several middle-ranking and 
younger senior-ranking officers told the 


port by stating that “we can work con- 
structively with any democratically 
elected government in Manila.” Asked 
what the US would do if Marcos re- 
turned to power by massive fraud, 
Wolfowitz said “we will have a serious 
problem" but did not elaborate. 

While senate leaders were busy 
discussing the question of sending ob- 
servers, the House of Representatives’ 
Asia subcommittee, led by Stephen 
Solarz, began a series of public hearings 
on alleged property holdings of the 
Marcoses in New York. Filipino busi- 
nessmen as well as American lawyers 
and bankers involved in the alleged 
holdings were subpoenaed before the 
committee. The hearings revealed a 
complex operation involving offshore 
companies and coded telex messages 
channelled through close Marcos 
friends involved in the acquisition and 
running of real estate worth US$350 
million. Solarz refuted the charges of 
"witch hunt" by some Republican House 
members, saying that not to press on 
with the investigation, begun months 
before the election was announced, 
would be tantamount to a cover-up 


REVIEW that they were confident the 
AFP would support anyone who be- 
came president, adhering to its consitu- 
tional role as subservient to civilian au- 
thority, others are not so sure. If Mrs 
Aquino wins the election, many senior 
officers who personally owe their posi- 
tions to Marcos and Ver might feel 
threatened. 

Mrs Aquino said in à cane 
speech on 23 January that if elected she 
would set “in motion a process of im- 
mediately retiring all over-staying gen- 
erals,” which is an unsettling statement 


for Ver and other over-staying loyalists 


in key military positions. Marcos him- 
self has said that if Mrs Aquino wins 
and, as he has constantly taunted her, 
brings communists into her administra- 
tion, the military might feel obliged to 
take over. 

The more-professional officers in the 
AFP discount any such coup, even 
though there are worries that an in- 
experienced politician like Mrs Aquino 
might be open to manipulation by vest- 
ed interests. Some observers feel that 
any such post-election coup would only 
be launched by Marcos loyalists such 
as Ver, backed by his service chiefs 
Ramas, Piccio and Ochoco not only be- 
cause they are all overstaying, and 
therefore presumably would be retired 
by Mrs Aquino, but because they may 
regard Marcos as their only insurance 
for survival. 

Reformist officers, on the other 
hand, can be expected to try to counter 
such a move, with whatever forces they 
can muster. As one RAM officer point- 
ed out, if there are reliable reports of 
massive fraud in the election “then we 


would have to act.” Oo 
B 





to influence the election outcome. 

While the administration has denied 
any knowledge of the alleged Marcos 
holdings and pointed out that there is 
nothing illegal in foreign citizens having 
property in the US, it has nevertheless 
revealed that two different official in- 
vestigations are under way to determine 
if any US aid money has been misused. 
The State Department has, however, 
announced that the results of the inves- 
tigations will be released well after 7 
February. 

Also, the Senate foreign relations 
committee has now ordered an investi- 
gation into a report by The New York 
Times on 23 January quoting a 1948 US 
Army document to show that Marcos 
claim to have led a guerilla band against 
the Japanese occupation forces was 
“fraudulent” and the insertion of his 
name on an army register was “a mali- 
cious criminal act.” 

Meanwhile, in a bid to counter the 
adverse US media reporting on the 
Philippines, Manila has hired a power- 
ful public relations firm — Black, Man- 
nafort & Stone — to help Castro undo 
some of the damage. Oo 
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The militant backlash 


Violence and temple politics wreak havoc in Punjab 


By Salamat Ali in New Delhi 


S: months after Prime Minister 
Rajiv Gandhi made his peace with 
the moderate Sikh leadership of Pun- 
jab, the accord has run into trouble. 
There has been a resurgence of Sikh ex- 
tremist violence and the militants have 
managed to take over the management 
of the Golden Temple in Amritsar, the 
Sikhs' holiest shrine. The current tur- 
moil in Punjab resembles the dark days 
of 1984, which culminated in the assassi- 
nation of the then prime minister, Indira 
Gandhi. 

Although the July 1985 agreement 
was hailed as a master-stroke of political 
realism, it left several problems to be re- 
solved by 26 January — India's Repub- 
lic Day. The important pending issues 


included the transfer of some territories - 


between Punjab and neighbouring 
Haryana state, and the sharing of river 
waters between these two and Rajas- 
than state. 

Punjab's capital, Chandigarh, which 
is jointly shared with Haryana, was to 
be given to Punjab. In turn, Haryana 
was to get parts of the rich cotton belt in 


Haryana Chief Minister Bhajan Lal did 
not accept the first enumeration in 
that village by the commission. So the 
authorities flew in South Indian officials 
to conduct the head count again, this 
time under the joint protection of cen- 
tral paramilitary forces and Punjab’s 
police. However, the commission did 
not accept Bhajan Lal’s demand that 
the state’s police be replaced entirely by 
central government forces during the 
count. 

But despite successive recounts and 
five extensions granted to the commis- 
sion to complete its work, the commis- 
sion could not make an award and 
merely submitted a factual report to 
New Delhi. Ironically, the report has 


Abohar and Fazilka districts of Punjab. Vigie. 


These two districts — claimed by 
Haryana and comprising 83 villages and 
two towns with a total population of 
about 200,000 — lie along Punjab’s bor- 
der with Pakistan. X 

New Delhi appointed a commission 
headed by a retired Supreme Gourt 
judge to determine which cotton-belt 
areas are Hindi, and which are Punjabi 
speaking, and to recommend their in- 
clusion in Haryana and Punjab respec- 
tively. In addition to the linguistic as- 
pect, the commission was to recom- 
mend the transfer, keeping in view ter- 
ritorial contiguity while maintaining the 
village as a basic unit. 

The linguistic issue also runs along 
religious lines. The Sikhs claim Punjabi 
as their mother tongue, while the Hin- 
dus declare theirs to be Hindi — though 
in many areas both communities are 
fluent in each other's languages. This 
linguistic and religious divide has dis- 
torted the census figures in the past two 
decades. , 

Therefore, the commission did not 
rely on the 1981 census record and car- 
ried’ out its independent enumeration. 
Although the commission found that 
the two towns and 83 villages had a 
majority of Hindi-speaking people, it 
also realised that the geographic con- 
tiguity of the area was broken by one vil- 
lage — Kandu Khera — which had a 
Punjabi majority. T4 

Both Haryana and Punjab were 
aware of Kandu Khera's pivotal place. 





that Rajasthan state should Zrade a few 
villages to provide Haryana with a con- 
tiguous corridor to the cotton belt. But 
Rajasthan dismissed thé proposal. 

Bhajan Lal has found himself in a 
tight corner, because soon after the July 
1985 agreement, he had announced that 
his state would not only get a central 
subsidy for building a new capital, but 
also acquire the cotton belt. Although 
he has repeated his claim since, state op- 
position parties are not satisfied' and 
have launched their own agitation. 

While Bhajan Lal has to support the 
overall agreement arrived at by the cen- 
tral leadership, the appeal of language 
and the perceived rights of the states are 
so strong in local politics that he has to 
be seen as a protector of Haryana’s in- 
terests. A strident opposition to Punjabi 
demands works directly against the na- 
tional scheme of things, but it also pro- 
vides a convenient plank for the oppos# 
tion parties out to topple the Háry 
regime. 

New Delhi cannot afford agitations 
two states at the same time, but the situ- 







Militant Sikhs in the Golden Temple: charged atmosphere. 


been welcomed by both Haryana and 
Punjab. Haryana argues its stand that 
the cotton belt has a Hindi majority has 
been vindicated. Punjab counters that 
the report makes it clear that the cotton 
belt has no continuous linkage with 
Haryana. 


t is now New Delhi’s task to bring 

about a negotiated settlement on this 
question. At a 26 January meeting be- 
tween Bhajan Lal and Punjab Chief 
Minister Surjeet Singh Barnala — 
chaired by central Home Minister 
S. B. Chavan — Haryana rejected Pun- 
jab’s offer to transfer 20-40 villages 
from another Punjab district. On its 
part, Punjab rejected Bhajan Lal’s offer 
of two villages as a compensation for 
Kandu Khera. So Bhajan Lal suggested 





ation in Punjab, with its separatist over- 
tones, is more crucial. The central u- 
thorities have to balance the demands of 
the moderate Sikhs with those of 
Haryana. Gandhi may bankroll the 
building of a new capital for Haryana, 
but he is straining to find solutions to the 
territorial and river-waters disputes 
through an independent commission. 
The Akali Dal government of mod- 
erate Sikhs in Punjab is even more des- 
perate: it is under pressure from New 
Delhi for not doing enough to curb Sikh 
terrorists, who, in turn, have charged 
that it is giving in to the central au- 
thorities. Moreover, Punjab's ministers 
live in constant fear of assassination by 
Sikh militants and are heavily guarded 
by security forces all the time. 
However, the militants have ignored 


6 FEBRUARY 1986 e FAR EASTERN ECONOMIC REVIEW. 





he territorial issue for the time being. 
Instead, they have concentrated their 
attempts on tearing down the Akal 
Takht, the sactum sanctorum of the 
Golden Temple. The Akal Takht was 
damaged during the Indian Army's Op- 
eration Blue Star in June 1984 to clear 
the militants from there, but was later 
rebuilt by New Delhi. The Sikhs believe 
that their temples must be built by 
themselves, through voluntary labour. 
After the Akalis came into power in 
Punjab late last year, the statutory body 
to manage Sikh temples — also control- 
led by the Akali Dal — announced its 
own plans to demolish the Akal Takht 
and rebuild it, beginning on 27 January. 
But the extremists announced their own 
plans for demolition and reconstruction 
commencing a day earlier. The moder- 
ate Akalis were forced to surrender to 


Jy militants on this issue by putting 





PAT representatives on the reconstruc- 
B panel headed by a group of milit- 
s. 


o the militants went a step further. 

They convened a sarbat khalsa (a 
general convention of all Sikhs), the first 
such gathering in more than two cen- 
turies, which can issue supreme dictates 
on all religious matters. Spearheaded by 
the militants, the 20,000-strong congre- 
gation rammed through resolutions dis- 
solving the management committee of 
all Sikh temples, replacing almost all the 
top priests, and awarding honours to 
those killed in Operation Blue Star. 

The gathering also excommunicated 
President Zail Singh and Agriculture 
Minister Buta Singh. It also declared 
that Punjab would not share its river 
waters with other states and released a 
list of the “enemies” of the Sikh commu- 
nity which included Gandhi, some In- 
dian Army generals and top journalists 
and even the entire Akali cabinet in 
Punjab. 

More ominous than the resolutions 

_ the charged atmosphere of the 
gathering. Saffron-coloured flags of the 
separatist Khalistan state were unfurled 
over the portraits of several of those 
martyred in the 1984 clash with the In- 
dian Army. The slogan, “Long live 
Khalistan," reverberated over the noisy 
proceedings. The militants are now in 
full control of the Golden Temple and 
have terrorised the elderly priests and 
other employees of the shrine. The ten- 
sion in Amritsar resembles the period 
which led to the army crackdown. But 
there is a singular difference: this time 
around, there is a Sikh government in 
power in the state. 

Soon after coming to power last Oc- 
tober, the state's Akali government had 
declared that it would give “no quarter 
to any separatist ideologies," and that 
Punjab would remain an integral part of 
India. No one doubts the sincerity of the 
Akali cabinet to its commitment. What 
is in question is its ability to meet that 
commitment. 
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Bullet-proof verdict 


Mrs Gandhi's killers sentenced to death 


A a trial lasting more than eight months, three Sikhs were sentenced to 
death on 22 January for the assassination of Indian prime minister Indira 
Gandhi in October 1984. Lawyers for the defendants — two security guards of 
Mrs Gandhi and a civil servant, all of whom had pleaded not guilty — said they 
will appeal against the verdict. 

Pronouncing the verdict, Judge Mahesh Chandra observed that the of- 
fence was of “the rarest of the rare nature in which the extreme penality of 
death is called for." He convicted policeman Satwant Singh of shooting 
Gandhi while she walked from her home fto her nearby office. He found 





another policeman Balbir Singh and civil servant Kehar Singh guilty of conspi- : ^ f 
racy in the murder. Another bodyguard, Beant Singh, also shot Mrs Gandhi, | d 
but was killed soon after by other policemen on duty. : : 


In the most important murder trial since the assassination of Mahatma 
Gandhi in 1948, the prosecution had charged that the four Sikhs had conspired 
to avenge what they considered as desecration of the holiest Sikh shrine — 

the Golden Temple in Amritsar — in 
June 1984, when the Indian Army at- 
tacked the temple to clear armed Sikh 
militants holed up there. Satwant Singh 
and Beant Singh had taken a religious 
vow to murder Mrs Gandhi, the pro- 
secution charged. 

Satwant Singh's defence lawyer, P. 
N. Lekhi, had argued that the defen- E 
dants were the scapegoats to shield the e 
real assassins masterminded by Mrs 

 Gandhi's son and successor, Prime 





FM 4 . Minister Rajiv Gandhi. Lekhi's other Ek 
i A. principal observations were that the real n 
assassins had been allowed to escape d 

and that Mrs Gandhi had died on the — A 
spot at 9:10 a.m. and not at the hospital _ LE 

at 4:23 p.m. the same day, as stated by 

the prosecution. L. o 
e trial judge observed that there _ a 

was nothing té suggest that Mrs Gandhi k 

had died instantly and that the murder E 

by Satwant Singh and Beant Singh had z 

been established beyond reasonable "d 

doubt. Taking Lekhi to task, the judge Y 

declared: “Judicial proceedings are not A 

intended to scandalise, much less to be E 

used as a forum for character assassina- E 


tion [of the prime minister]. 
Because of the continuing Sikh agita- 
tion and the tension caused by the mur- 
! der, the trial was held under the tightest 
meuren] security in a makeshift courtroom in a 
jail on the outskirts of the capital. 
Chandra read out his judgment from behind a bullet-proof shield. The verdict 
was announced in the absence of the defence lawyers who had been held up at 
several security cordons, but by the time Chandra passed the death sentence 
all the counsels had made their way to the court. And Lekhi promptly alleged 
judicial impropriety. T 
Soon after the sentencing, Lekhi applied to the judge — repeating his ear- —— 
lier requests — that the prime minister be summoned as a witness. He also 
wanted to summon the home secretary of 1984 and New Delhi's deputy police 
commissioner of that year, along with police log books of wireless messages — 
of the time, which he claimed would show that a getaway vehicle was _ 
used to allow the real assassins to escape. The judge rejected Lekhi's applica- 





Chandra: tight security. - 


on. | | d 

Lekhi later announced that he would appeal against the sentence on 
three main counts: first, pronouncing the judgment in the absence of defence 
lawyers. Secondly, denial of natural justice to his client who had not been 
allowed to summon all his witnesses. Thirdly, the “unconstitutional” na- 
ture of the trial. He did not elaborate on the alleged unconstitutionality. Ht 
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Stateless no more 


More plantation Tamils to get citizenship 


By Manik de Silva in Colombo 


he Sri Lankan Government has in- 

troduced legislation in parliament to 
grant citizenship to 94,000 Tamil plant- 
ation workers of Indian descent. The 
aim is to resolve the long-festering prob- 
lem of statelessness for the workers 
which has dogged Indo-Sri Lankan ties 
and haunted a group of people who 
have toiled for generations in building 
the country's vital plantation sector. 

Colombo's decision came after a 
pledge by New Delhi to speed up im- 
plementation of a 1964 bilateral agree- 
ment under which these Tamils were to 
be shared by the two countries. The 
plantation Tamils were brought into Sri 
Lanka, formerly Ceylon, in the early 
19th century as indentured labour by 
the British and are different from Sri 
Lankan Tamils, who are indigenous to 
the land and have been agitating for a 
separate state. 

With the birth of Ceylon’s indepen- 
dence movement in the early decades of 
this century, the plantation workers, 
who had known little more than how to 
pluck tea, began to be regarded as aliens 
swamping the habitats of the native 
Sinhalese. Talks about their future 
which commenced in 1940, eight years 
before Ceylon gained independence, 
between the colonial governments in 
New Delhi and Calómbo, temained in- 
conclusive. / 

Meanwhile, independent Ceyfon’s 
first prime minister, D. S. Senanayake, 
fearing that the plantation Tamils would 
become an alien as well as a leftwing 
force, passed two citizenship acts in 
1948 and 1949. These effectively disen- 
franchised most of them, though they 
had earlier voted in the country's first 
general election. 

Under this less-than-amicable envi- 
ronment, the bilateral talks dragged on, 
and it was not until 1964 that an agree- 
ment was:hammered out to determine 
the citizenship of the then estimated 
975,000. estate workers. This agree- 
ment, and a second one 10 years later, 
stipulated that Sri Lanka would grant 
citizenship to. 375,000 people and their 
children born since 1964. On its part, 
India committed itself to taking 600,000 
people and the projected natural in- 
crease in the intervening decade. ` 

While it was hard to reach the agree- 
ments, implementing them proved even 
harder. Many who found themselves 
stateless were unwilling to be uprooted 
from the plantations — the only home 
they had known. This was compounded 
by bureaucratic tardiness. Two decades 
after the 1964 agreement, Colombo 
claimed it had processed the applica- 
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tions of 375,000 people and granted 
citizenship to 197,535 and their children 
born since 1964. 

A further 506,000 have applied for 
Indian citizenship, leaving a gap of 
94,000 in India’s agreed quota. So Co- 
lombo has agreed to take in the latter 
number, increasing its quota to 469,000. 
Within eight months of Colombo pass- 
ing the proposed law granting citizen- 
ship to the 94,000, India has pledged it 
will award citizenship to the 506,000 ap- 
plicants and their children. 

The agreement, undoubtedly, was 
strongly influenced by the leverage 
applied by the Ceylon Workers’ Con- 
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Tamil tea workers: no longer aliens. 


gress (CWC), Sri Lanka’s largest trade 
union of plantation workers led by 
Rural Industries Minister S. Thonda- 
man. Considered one of the country's 
shrewdest politicians, ^ Thondaman 
pushed for citizenship for the stateless 
Tamils by announcing a three-month 
campaign of prayer meetings for na- 
tional unity. 

He organised the plantation workers 
to pray until noon each day for three 
months from 14 January. They would 
work only in the afternoons, demanding 
a full day's wage for half a day's work. 
When the government decreed that 
there would be only half pay for a half 
day's work, the CWC ominously 
warned that the workers might then 
have to pray in the afternoons too. 

Regardless of the interests of the 
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Sinhalese-dominated govefnment, of 
which he is a minister, Thondaman has 
usually toed an independent line best 
suited for his Tamil estate workers. Pre- 
sident Junius Jayewardene realised that 
Thondaman needed to demonstrate to 
the CWC that his being in the govern- 
ment has won the plantation workers 
tangible benefits. 

Although Colombo prefers to sepa- 
rate the decision on the ending of 
statelessness from trade-union pres- 
sures, there is little doubt that the CWC 
provided the leverage that helped forge 
the formula. India too seized the oppor- 
tunity to end the problem while reduc- 
ing its own commitment. Jayewardene 
also gained from the solution. Apart 
from his acceptance of the just claim of 
the plantation workers, he is not un- 
mindful that the world will see that a 
large number of Indian Tamils desper 
ately wish to make Sri Lanka rA 
home. That, in itself, will consider 
erode the claims of Sri Lankan Ta 
separatists that they are treated as 
second-class citizens. 


ne of the main Tamil gueril- 

la groups engaged in the 
bloody separatist war being 
waged in the north and east has al- 
ready grudgingly admitted that 
the accord on the stateless issue is, 
to some extent, a victory for the 
Sri Lankan Government. The 
Eelam Revolutionary Organisa- 
tion of Students (EROS) said in 
a statement from Madras that 
the deal would help Colombo to 
drive a wedge between the plant- 
ation Tamils and Sri Lankan 
Tamils. 

The Sinhalese Buddhist clergy, 
a very influential lobby in Sri Lan- 
kan politics, is split over the grant- 
ing of citizenship to the stateless 
Hindu Tamils. One section of the 
clergy has called for a refere 
dum on the issue, while anoth.. 
has backed Jayewardene. Siri- 
mavo Bandaranaike, the leader of 
opposition Sri Lanka Freedom 
Party (SLFP), has also pushed for 
a referendum. Pointing out that Tamils 
in other parts of the country were 
locked in a battle with security forces, 
she warned: “If they [the separatists 
start hitting usin the central [plantation 
districts too, the Sinhalese will have 
nowhere to go and will have to jump 
into the sea.” 

Jayewardene can hope that his ef- 
forts to resolve the problem of stateless- 
ness will win him goodwill in India 
which will help Indian Prime Minister 
Rajiv Gandhi to assist in the resolution 
of the Tamil-separatist conflict that con- 
tinues to bleed Sri Lanka. On 21 
January, Jayewardene was quoted in 
the Madras daily, The Hindu, as saying: 
“I certainly feel that if India will help, it 
[the separatist battle in the north and 
east] will be over in three months." D 
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GIB -Your Middle Eastern Link 


In the highly competitive markets of the Gulf, 
effective trade financing calls for in-depth local 
expertise combined with resources and experience 
on a truly international scale. 

The kind of trade finance service offered by 
Gulf International Bank. 

That's why more and more major exporters fo 
the Gulf turn to us for advice and assistance - because 
our closer understanding of, and involvement with 
Middle Eastern markets has enabled us to develop 
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a team of trade finance professionals who specialise 
in meeting your needs swiftly, efficiently anc 
cost-effectively. 

And the story doesn't end there - our trade 
financing capability is one of a comprehensive range 
of commercial and merchant banking services 
through which GIB provides your Middle Eastern 
Link throughout the Gulf and the rest of the world. 

For further information, please contact our trade 
finance experts at GIB's Head Office in Bahrain. 
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Zia; Pagara; Junejo: a more-liberal attitude. - 


PAKISTAN 





A new political game 


The ruling group forms a party and outwits opponents 


By Husain Haqqani in Islamabad 
posean political parties, banned 

since 1979, are gradually resuming 
their activities after the recent termina- 
tion of direct military rule. Prime Minis- 
ter Mohammad Khan Junejo has revived 
his Pakistan Muslim League (PML) with 
Support from a majority of MPs elected 
a year ago on a non-party basis. 

Other parties have also reopened 
their offices and announced plans for 
public meetings, though most opposi- 
tion parties still refffse to regter under 
a new law requiring parties to submit 
their constitutions and accounts to an 
election commission before being per- 
mitted to engage in political activity. 
The 11-party Movement for Restora- 
tion of Democracy (MRD) is divided 
over the registration issue and one of its 
components — the small but significant 
Tehrik-e-Istiqlal led by Asghar Khan — 
has already announced its intention to 
register. 

Supporters of registration within the 
opposition argue that the lifting of mar- 
tial law presents an opportunity for poli- 
tical mobilisation which should not be 
missed. “We can't carry on with anti- 
martial law slogans now that martial law 
is gone," said one MRD moderate. “We 
should pressurise Junejo to hold fresh 
elections on a party basis and prepare 
ourselves for the polls. If we don't do 
that, he will probably have mid-term 
elections anyway, and the PML will go 
unchallenged.” 

Supporters of a new strategy in the 
MRD possibly include Benazir Bhutto. 
head of the Pakistan People’s Party, 
who is expected to return from exile in 
London and re-enter the mainstream of 
politics. 
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Junejo’s decision to revive the PML. 
a party credited with leading Pakistan to 
independence, reflects his desire to 
have a political base independent of Zia 
and the military. The prime minister ap- 
parently defied Zia, who supports a par- 
tyless legislature, in establishing his 
party in parliament and the four provin- 
cial assemblies. The parliamentary 
PML elected Junejo as party president 
under a new constitution and authorised 
him to nominate other party officials. 
The inaugural session of the revived 
party was attended by almost two-thirds 
of all MPs, many of whom had no con- 
nection with the pre-martial law PML. 

However, former PML leaders, in- 
cluding Junejo's patron Pir Pagara, who 
headed the old party, were kept away 
from the revival meeting — ostensibly 
to allow Junejo to start with a clean 
slate. The prime minister and the four 
provincial chief ministers now have the 
task of forming party-based govern- 
ments in previously non-partisan legis- 
latures. In doing so, they have to bal- 
ance the various PML factions and ob- 
viously decided to avoid further com- 
plications by excluding PML leaders 
outside parliament from the party 
leadership. 


he PML has a history of factional- 

ism and Junejo is already being 
challenged by two other Muslim 
leagues, one of which is part of the 
MRD. The government plans to get 
around the problem through a provision 
in the Political Parties Act which en- 
ables the election commission to refuse 
registration to any of two or more par- 
ties with the same name. 
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If the MRD decides to go Zheatl with 
registration, the old Muslim League fac- 
tions will probably challenge the cre- 
dentials of the ruling party. MRD 
leader Malik Qasim, who is also an old 
Muslim Leaguer said: “The official 
PML has been created by those in 
power to remain in power. It does not 
owe its existence to a popular mandate 
and has no right to tell genuine disciples 
of quaid-e-azam [Muhammad Ali Jin- 
nah, founder of Pakistan] they cannot 
call themselves Muslim Leaguers.” 

Similar views were expressed by 
others associated with the party in its 
previous incarnations, and former in- 
terior minister Mahmoud Haroon even 
suggested a ban on using the name of 
Pakistan's founding party to avoid such 
embarrassing controversies. Parallels 
are being drawn between Junejo's PML 
and the so-called Convention Muslim 
League formed by former presiden 
Ayub Khan to transform his military 
gime into a civilian one in 1964: T 
party withered away soon after Ayu 
removal from power. 

Junejo's associates insist their party 
is different from A yub's in that it draws 
strength from elected representatives of 
the people. *The PML will be a demo- 
cratic party and its support will come 
from the masses," said Justice Minister 
Iqbal Ahmed Khan, tipped to become 
the party's secretary-general, adding: 
“The assemblies in which the party has 
been formed were no doubt elected on a 
non-party basis but every MP was re- 
turned with a popular mandate. If these 
elected representatives form a party 
why should it be called the king's 
party?" 

Junejo himself set out to gather 
popular support for his party through 
large public meetings, the first of which 
was held in Multan in southern Punjab. 
Official resources were mobilised to 
gather the large crowd, which was unen- 
thusiastic about the PML with some in 
the crowd raising slogans against t 
prime minister. 

The Multan rally was not the only 
event where official machinery was used 
for party functions. Civil servants man- 
ned the reception counter at the PML’s 
inaugural session in Islamabad, and 
some MPs complained that district offi- 
cials had urged them to join the party. 

some observers welcomed the crea- 
tion of the official party on the grounds 
that it provided an opportunity for 
Junejo to distance himself from the 
martial-law regime which brought him 
into office. For the time being, the gov- 
ernment seems to have adopted a fairly 
liberal attitude towards political activi- 
ty, and all political groups including the 
MRD have been allowed to hold public 
meetings without official interference. 
Opposition leaders say there are still 
several political prisoners whose re- 
lease or otherwise will prove the extent 
of Junejo's commitment to liberalisa- 


tion. O 
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Make the most of it. 


We make it easy for you to 
relocate or expand in this 
leading North American 
market. 


Alberta has the energy and 
the natural resources. We 
have one of the lowest 
taxation rates in Canada, a 
highly skilled and productive 
labour force and a strong 
commitment to free enterprise. 


We invite joint ventures and 
licensing arrangements. Look 
at Alberta, now! 


Get in tquch. Make the 
Alberta Advantage work for 
youl. 


Alberta Economic Development 
Edmonton: (403) 427-2005 

Telex: 037-42815 
Calgary: (403) 297-2750 


New York London 

(212) 759-2222 441-491-3430 
Telex: 51-23461 + 

Houston Hong Kong 

(713) 871-1604 85-25-284-745 

Telex: 00792139 Telex: 802-61961 + 

Los Angeles Tokyo 

(213) 625-1256 81-3-475-1171 


Telex: 0067-4157 Telex: 72-28543 + 
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. leadership 
. . and other : 
.. and political 
| . In 1984 Shenzhen had a net foreign trade deficit of 
. . US$542 million. The year 1985 is believed to have shown lit- 
__ tle improvement. The zone's continuing excessive orienta- 
. tion towards the domestic market is being b!amed for this. 





FOREIGN RELATIONS 


Of Rambo and air-con 


Laos would like better relations with US and looks for a gesture 


By John McBeth in Bangkok 

eeling the effects of pressure from 

their Chinese neighbours to the 
north, Lao officials are making no sec- 
ret of their desire for stronger ties with 
the US now that Washington has de- 
cided to lift the decade-long ban on di- 
rect bilateral aid to the Vientiane re- 
gime. In recent conversations with visit- 
ing US academics, officials have indi- 
cated a desire to upgrade diplomatic 
contacts to ambassadorial level and said 
they looked forward not so much to 
significant injections of aid from the US 
but a symbolic gesture of humanitarian 
assistance. 

The warming of relations between 
the two countries has come about over 
Vientiane's new-found willingness to 
cooperate in the search for the remains 
of US servicemen missing in action 
(MIAs) in Laos. The ice was first bro- 
ken in February last year when Lao au- 
thorities permitted a US search team to 
excavate the wreckage of an AC-130 
Spectre gunship which went down 25 
miles northeast of Pakse in December 
1972 with the loss of 14 of the 16 crew- 
men aboard. 

Lao authorities have already given 
approval for the joint excavation of a 
similar AC-130 crash site, understood 
to be located further to the north of 


CHINA 


. Reorienting outwards - 


Peking is eager to solve Shenzhen’s problems 


By David Bonavia in Hongkong 


C hina's elder statesman Deng Xiaoping likes to take a 
holiday in southern China during the winter, usually in 
Guangdong province. This winter he may have included a 
_ few days of work, for he is believed to have visited the Shen- 
zhen Special Economic Zone (SEZ) on the border with 


. Hongkong. d 


agn have nof been going well lately in Shenzhen. Too 
its production is being channelled into mainland 
markets instead of being exported. Some Chinese officials 
But for Deng and his 
oup, much is riding on the success of Shenzhen 
Zs in southern China, from both the economic 


much o 


are even writing it off as a failure. 
ints of view. 
. “If we stay in the present dor 


return on capital and swift developme 
People's Daily said last December, * 
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Pakse in Savannakhet province, and 
visiting US congressmen were told 
recently that a third search may be 
possible before the end of the current 
dry season. The Americans regard the 
first two sites as important because of 
the heavy death toll involved in each 
case. 

The Hawaii-based Joint Casualty 
Resolution Centre (JCRC) lists 563 
men — 11 of them civilians — as still 
missing in action in Laos, following the 
identification of 13 sets of remains from 
the Pakse site. US officials say there are 
about 300 known crash sites across the 
mountainous country, mainly on the 
Plain of Jars and along the Ho Chi Minh 
Trail on the western border with Viet- 
nam. 

Lao cooperation over the MIA issue 
led to the US lifting its aid ban last De- 
cember, though in what seemed like an 
effort to sweeten the pot the US did ship 
5,000 tonnes of rice to Vientiane 
through a third country in the same 
week the first excavation got under 
way. 

The academics quoted Vientiane of- 
ficials as saying they regard the search 
for remains as a humanitarian effort, 
but they said the same officials con- 
Stantly stressed an interest in improving 





= 
relations with the US “and inflirections 
the US would like.” 

The impression the visitors were left 
with was that a higher US profile in Laos 
was regaraed as important in acting asa 
counter-weight to the Chinese and ‘he 
Thais, who are seen to be acting in collu- 
sion — an accusation similar to that reg- 
ularly levelled by the Vietnamese. Lao 
officials believe, for example, that Thai- 
land's insistence on local negotiations to 
deal with border problems is at the be- 
hest of China. And they also appear to 
be convinced that Chinese advisers are 
working with Thai-based Lao resistance 
fighters. 

The officials said they have no evi- 
dence of US-Chinese cooperation in 
cross-border military ventures and 
tended to play down privately or- 
ganised forays by American adventur- 
ers, such as Col *Bo" Gritz, aimed at 
bringing back remains or verifying re 
ports of sightings of American prison 
sull alive. So far, Vientiane has 
vided no confirmation or even a c 
ment on a reported incident in De- 
cember in which one American was said 
to have been killed and another captur- 
ed during a clash with Pathet Lao forces 
east of the Lao border town of Thakkek. 


s long as “live-sighting” reports con- 
tinue, however, otherunauthorised 
Rambo-style rescue missions and 


perhaps even official US action cannot 
be ruled out. In 1981, the US Govern- 
ment mounted a secret mission into 
Laos on the basis of a live-sighting re- 
port, but as well-placed sources told the 
REVIEW: 


“We didn’t find what we 





| country." 


peeconomy, good  nents. 
may be gained," the 


henzhen is bound 














Ji: Shenzhen's success is vital. 
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to be censured for getting rich on the back of the rest of the 


The party organ said most of the zone's products should 
go for export, and the goal should be to make these account — 
for 70% of Shenzhen's total pet ac This would enable it to 
earn more foreign exchange to 


uy equipment and compo- 


Shenzhen's current concentration on the domestic mar- 
ket is caused partially by foreign investors, who are looking 
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thought ec find." The US admin- 
istration's Position is that there is still a 
possibility of live prisoners being held in 
Laos and Vietnam and that, should any 
report prove true, “we will take appro- 
priate action to ensure the return of 
those involved." An administration of- 
ficial recently translated the thrust of 
that statement into this comment: “We 
will run an operation if necessary." 
The US visitors say the Lao made it 
clear they were worried about Chinese 
pressure along the northern border, 
even if most accounts suggest it is de- 
signed to keep Vientiane off-balance 
more than anything and at minimal cost. 
According to one academic, Laos has 
refrained from any formal protests over 


border incidents “because it is afraid of 
creating tension with China.” 

What the Lao would like from Wash- 
ington at the outset is a small token of 
appreciation for its decision to allow US 
search teams into the country. If they 
get their way, that would be US assist- 
ance in getting the central air-condition- 
ing running again in the main US-built 
wing of the Mahasot Hospital, Laos’ 
biggest medical and teaching facility. 
They also complain that only one of the 
hospital’s six US-made X-ray machines 
is working. 

Constructed in the 1960s, the win- 
dowless, 300-bed block was designed ex- 
clusively for air-conditioning and in the 
10 years since the machinery stopped 


functioning patients and staff have had 
to put up with a total lack of air flow and 
serious problems as well with the drain- 
age and toilet systems. A lack of mainte- 
nance, spare parts and finance have 
been obvious obstacles, but Lao offi 

cials say that without the plans to the 
building not even Cuban and East Ger 

man engineers have been able to figure 
out how to get the air-conditioning back 
in operation. 

The Lao say the Americans took the 
whole sheaf of plans with them when 
they left in 1975 as the Pathet Lao com- 
pleted their takeover of the country 

But a search through files in Wash- 
ington has failed to unearth them and 
there are fears they may have gone the 








MIAs leaving Hanoi: possibility of live prisoners. ) 





for a way to sell their goods to the 1.1-billion-strong consum- 
ers of China. 

Some economists believe the cure for Shenzhen’s prob- 
lems lies in a slowing down of current development. They 
argue that the zone should not simply become another 

edium-sized city, but should have special characteristics 
uch as high exports and advanced technology. 

Ji Pengfei, head of the Chinese Government's Office for 
Hongkong and Macau Affairs, briskly advised local officials 
to work out their own solutions in accordance with central 
policy. Returning from his recent visit to Hongkong, he told 
Shenzhen cadres that the success of the zone was important 
to the prosperity and stability of Hongkong (surely some- 
thing of an exaggeration). i 

Although Shenzhen has its problems, it is still the eighth 
wonder of the world for people in China who have visited or 
have seen films or read about it. Seven years ago the town 


had a population of only 30,000 and one five-storey build- 


ing. Now more than 400,000 people live there, and new 
roads and buildings of up to 53 storeys have been built. In 
addtion to the relatively high wages paid to workers in Shen- 
zhen, the surrounding rural areas have benefited by selling 
their produce to the new city. | 

The secretary of the Shenzhen municipal party com- 
mittee, Liang Xiang, has defended it against charges fre- 
quently voiced in Peking, to the effect that it is a corrupt- 
ing influence on socialist China. *We have become pro- 
foundly aware after practice that opening up to the out- 


side world is not tantamount to corrosion by capitalist 
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tract more invéstment from Hongkong, Macau and Over- 


dicted that Zhanjiang, a busy port on the coast of southwest- 


same way as a collection of 
old USAID studies on Laos 
— requested by the Lao Gov- 
ernment through the UN in 
1984 — which were thrown 
out by US officials during à 
spring-cleaning three or four 
years ago. 

Still, the Americans say 
they are anxious to help. "We 
wanted to do it before, but we 
couldn't because of the con- 
gressional aid ban," said one 
official. “Now there's proba- 
bly something we can do.” 
And just to add a little en- | 
couragement, the Lao have 
now lifted a five-year restric- | 
tion under which only the | 
chargé d'affaires among the 
nine or so US diplomats ın 
Vientiane was permitted to 
have his wife with him. O 
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ideas,” he told a meeting o$more than 1,000 cadres recently. 
Peking is anxious to push development of other SEZs, in- 
cluding the city of Shantou (Swatow) in northeastern Guan- 
dong. Chen Muhua, head of the People's Bank of China and 
formerly minister of foreign trade, visited Shantou last De- 
cember and told cadres there that they must improve their 
grasp of foreign investment. She praised what she called 
*the snowballing method of ensuring economic reutrns 
while making investment." And she urged greater volume 
of exports to earn foreign exchange. 
. The chairman of Shantou's SEZ, Liu Feng, disclosed 
shortly afterwards that the zone would make efforts to at- 


seas Chinese business people. (Natives of the Shantou area, 
known as Chiuchows or Teochews, are found in most parts 
of Southeast Asia.) More locally grown foodstuffs would be 
exported, he said. 

The most successful of the southern China SEZs — 
Zhuhai, near Macau — was visited last December by the 
late premier Zhou Enlai's widow, Deng Yingchao, who pro- 
nounced herself favourably impressed by the progress of the 
zone. Her visit coincided with the setting up of a Guangdong 
provincial special economic zone research society, which 
counts distinguished economists among its advisers. 

Another well-known economist, Tong Dalin, has pre- 


ern China, will become a boom area in forei trade. At pre- 
sent it is used as an onshore base for oil exploration work in 
the South China Sea. 
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THE 5TH COLUMN 


The sunny side of the 
samurai challenge 


W ith complaints filling the US media 
about alleged Japanese discrimina- 
tion against foreign imports, South Ko- 
rean dumping of certain products on the 
American market, infringement of in- 
tellectual property rights by Taiwan, 
and unfair trading practices by several 
countries in Asia, one can easily get the 
impression that the US is being swept by 
a wave of anti-Asian feeling. Such an 
impression is easily strengthened by the 


flood of protectionist legislation intro- 


duced on Capitol Hill. 

In the course of a lengthy trip 
through East Asia last summer, that is 
exactly what I heard: the US, I was told 
over and over again, seems to be con- 
sumed by an orgy of finding others to 
blame for its own economic shortcom- 
ings, and singling out with particular 
vigour some of the most dynamic na- 
tions across the Pacific. 

Many Americans are concerned 
about the economic challenge pre- 
sented by such countries as Japan, 
South Korea, Taiwan, and others. We 
have been used to sitting on the top of 
the heap in the global economy. It is not 
easy for us to see that earlier preemi- 
nence eroded — particularly when the 
most successful challenge comes from 
Japan which we defeated on the 
battlefield just four decades ago. One 
recent survey of An?ican Aii opin- 
ion showed, for example, that eight 
Americans in 10 feel that imports ffom 
Japan represent a serious threat to 
American jobs. 

That is a strikingly broad statement; 
but such economic concerns are only 
part of the picture. As important as they 
are — and given the size of US trade de- 
ficits, the growth of emotionalism on 
this topic in the US Congress and else- 
where, and the pressures sure to be 
brought on by congressional elections 
this year, they are important — there is 
another side to American views about 
Asia that is all too often overwhelmed 
by the tide of public rhetoric. 

The great majority of Americans 
have enormous respect for the variety 
and quality of goods coming into the US 
marketplace from Asia. And despite 
the criticisms levelled against several 


. countries in the region, overall attitudes 


towards most Asians show steady signs 
of improvement. Perhaps most remark- 
ably, positive attitudes towards Japan 
and the Japanese are at levels as high 
as any recorded over the past decade! 
with willingness to defend Japan against 
outside attack not significantly be- 
low willingness to defend US allies in 
Europe. 
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Asian students in New York: high-achievers, —'" 





Like the great tectonic plates that 
move and shift beneath the earth's sur- 
face, there are signs of a slow but mas- 
sive swing in the way Americans think 
about Asia, including its stereotypes. 
Marco Polo, oil for the lamps of China, 
Madame Butterfly, the *yellow peril," 
opium dens, and hungry masses — such 
were some of the traditional images of 
Asia with which most Americans in 
their 50s and older grew up. While many 
Americans still associate Asia (or parts 
of it, at least) with overcrowding, 
underdevelopment and political insta- 
bility, there are other, more positive 
factors at play. 


U S media coverage of events in Asia 
has increased impressively in recent 
years. The emphasis, furthermore, is 
not on the military arena, as was the 
case through the mid-1970s. Economic 
news is now very big indeed, as is poli- 
tics — the upcoming presidential elec- 
tion in the Philippines, for example. But 
so also are items to do with Asian cul- 
ture, society and history. 

In this regard, Asian cuisine has be- 
come something of an American na- 
tional fad. No longer is it such non-au- 
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thentic dishes as chop suey. Now Japan- 
ese sushi, Korean pulgogi, Thai lemon- 
grass soup, Indonesian satays and Viet- 
namese spring rolls enjoy an enormous 
vogue of their own in the US. 

In a similar vein, Asia is emerging as 
a real force in the world of fashion. Such 
associations should not be put aside 
lightly. Many Americans regularly ig- 
nore official frustrations with the 
French, for example, because of the 
warmth of special human associations 
with France — not the least of which are 
French cuisine and haute couture. 

Levels of American investment in 
the region have climbed steadily. Com- 
plaints about difficulties in penetrating 
some Asian markets — Japan in parti- 
cular — are at least partially offset by 
highly profititable activities for man 
American companies, especially;th 
willing to invest for the long haul 48 
adapt to local conditions and ways 
doing business. Numerous consulti 
firms that promise to open doors for 
American businesses seeking to enter 
the vast Asian market are prospering. 

Airline bookings from the US to 
Asia continue to jump. The trans- 
Pacific run is viewed as one of enormous 
potential. Ensuing competition has al- 
ready led to prolonged and heated 
negotiations over landing rights. Major 
newspaper travel sections regularly fea- 
ture package tours to Asia. 

Asian studies in the US, both at the 
secondary-school level and in colleges 
and universities, are undergoing some- 
thing of a renaissance. While still far 
below what they should be — one recent 
opinion survey found that 1496 of the 
respondents think the government of 
South Korea is communist, and 1196 
think the same of Singapore — the fact 
is that Asian language and area studies 
are expanding. So also are student-e: 
change programmes and traffic bot 
ways of senior scholars, lecturers and 
researchers. 

The flow of Asians into the US is be- 
ginning to stir our own social and politi- 
cal pot. At the prestigious Berkeley 
campus of the University of California, 
at least 27% of this year's freshman class 
is of Asian descent. With traditional 
Asian emphasis on excellence in educa- 
tion, this remarkably high proportion of 
students is even more strikingly repre- 
sented in terms of scholastic achieve- 
ment. 

According to the US Census Bureau 
figures, the median family income of 
ethnic Asians of California now exceeds 
that of Whites. Japanese, Chinese, 
Asian Indians and Filipinos, in that 
order, all rank above Whites. And 
Americans of Asian descent increas- 
ingly are moving into political office, at 
local, state and national levels. 

Finally, Americans indicate their re- 
spect for the Asia-Pacific connection in 
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PROGRAM DIRECTOR: WILLIAM G. OUCHI 
JULY 13-25, 1986 








_. The Graduate School of Management at UCLA presents a two- 
. „week residential program for executives having major responsi- 
bilities. for initiating strategies for a major business unit or 
corporation. The program, featuring an internationally distin- 
guished faculty, consists of four integrated components: 
@ Analyzing and formulating a competitive strategy 
R Designing an effective organization that is consistent with its 
Strategy 
8 implementing strategy in the functional areas of the organiza- 
tion with emphasis on finance, marketing, and manufacturing 
Si Understanding forces external to the organization that bear on 
-its strategic direction 
| For further information please contact: 
Dr. Victor Tabbush, Associate Dean 
UCLA Graduate School of. Management 
Los Angeles, California 90024 
(213) 825-2001 
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The end of the road 


Again the once-powerful Berjaya party loses in by-elections 


By Suhaini Aznam in Kota Kinabalu 


N ine months after elections in Sabah 
put a new opposition party into 
power, a triangular party power play in 
the state has narrowed down to a 
straight fight between the ruling Parti 
Bersatu Sabah (PBS) and the Muslim 
opposition United Sabah National Or- 
ganisation (Usno). A clutch of by-elec- 
tions on 24-25 January has finally 
nudged the once-powerful Berjaya 
party off the state’s political map. 

The by-elections in the urban, 
Chinese-dominated seat of Karamunt- 
ing and the three predominantly Mus- 
lim constituencies of Buang Sayang, 
Sukau and Balung, underscored 
Sabah’s ethnic and religious allegiances. 
Usno retained two of its Muslim seats, 
beating the PBS candidates by narrow 
margins of 260 votes in paddy-growing 
Buang Sayang and 439 votes in the fish- 
ing villages of Sukau. 

But the PBS won handsomely with a 
1,648-vote margin in Karamunting and 
gained its first foothold in Muslim- 
dominated Balung — albeit with a less 
convincing margin of 303 votes. In both 
these cases, the PBS defeated Berjaya 
candidates — most dramatically, Ber- 
jaya party president Datuk Mohamed 
Noor Mansoor in Balung. 

All 10 candidates who stood on inde- 
pendent tickets were defeated, includ- 
ing two who were pgopularlytbelieved to 
have enjoyed the unofficial hacking of 
Berjaya and Usno, respectively. e 

But it was Berjaya for whom defeat 
was most bitter. Balung was crucial to 
Berjaya's continued political existence. 
Having lost the state government to the 
PBS in April 1985 and having lost again 
to the new ruling party in a by-election 
in Ulu Padas last October, Berjaya's 
last chance to prove it was still a major 
contender in Sabah politics was at the 
recent by-elections. 

For Mohamed Noor, a Balung win 
would have enabled him to consolidate 
his six-month old position as Berjaya 
president and perhaps demonstrated 
that the party's defeat last April may 
only have been due to former Berjaya 
En Datuk Harris Salleh's high- 

andedness when he was the state's 
chief minister. Mohamed Noor's image 
also had been at stake in the by-elec- 
tion. He was the only president of a 
Sabah party represented in the state as- 
sembly who did not hold a seat. 

For a very different reason, a Ber- 
jaya victory in Balung had been viewed 
as vital for Usno. *Noor must win in 
Balung so we can have a sympathetic 
Muslim ally in Berjaya," confided an 
Usno campaign organiser before 
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Mohamed Noor’s defeat. Berjaya's 
next-in-line party leaders are ethnic 
Kadazans, who are mostly Christian, 
and they are expected to be more sym- 
pathetic to the Kadazan-led PBS. 

Since Berjaya's defeat and Usno's 
bid for power last April, the two former 
rivals had forged an unlikely alliance. In 
this round of by-elections, each had 
taken two seats, with Usno president 
Tun Mustapha Harun — a charismatic, 
almost legendary figure to Sabah Mus- 
lims — going out to campaign for *my 
son Noor” in Balung. 

The pact, however, had its complica- 
tions. Many Berjaya supporters do not 
accept Usno and vice-versa, giving rise 
to the peculiar situation in which the 


party alliance was hotly denied in 
EDDIE SEQUERAH 
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Karamunting but openly promoted in 
Balung. “We not only work together 
but soon hope to be one under the [rul- 
ing] National Front flag,” Mustapha 
had asserted before a crowd of Muslim 
supporters at Balung-Cocos during the 
by-elections run-up. 


EA by-elections came at a political 
crossroads in Sabah, with a crucial 
court decision concerning the PBS's right 
to rule soon to be rendered. Mustapha 
has been challenging the validity of PBS 
president Datuk Joseph Pairin Kitin- 
gan's appointment as chief minister fol- 
lowing the PBS upset victory last April 
and thus the legitimacy of his govern- 
ment. With the decision looming, one 
Usno-Berjaya campaign line was that 
Mustapha might very soon be the state's 
new chief minister. 

Meanwhile, the PBS goverment was 
faced with some costly investment slip- 
ups — most prominently, the probable 
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reverting of the prestigious Asean Secu- 
rity Paper project to Perak After it had 
been slated for Sabah, and the purchase 
of 50 ha of pre-logged- land for a low- 
cost housing scheme in Lahad Datu for 
the unparalleled sum of M$3.5 milfion 
(US$1.44 million). 

With these pressures bearing down 
onit, the PBS needed to convince Kuala 
Lumpur that it did command at least 
some Muslim support, thereby demon- 
strating its multi-racial platform. The 
National Front has to date refused the 
PBS entry into the coalition. Individual 
leaders of the front's dominant United 
Malays National Organisation claim the 
PBS does not have Muslim interests at 
heart, as its supporters are mostly Kada- 
zan Christians. 

Islam had been the main theme in 
the by-election campaign for the Mus- 
lim seats. Voters were reminded that 
Pairin was a Roman Catholic. “This i 
not a matter of party support," decla 
an Usno division chief, “it’s a quesdo 
of Muslims and non-Muslims and d 
fate in future.” The PBS responded: 
“How many mosques have been con- 
verted to churches, and 
how many Muslims con- 
verted to (Catholicism 
since the PBS came into 
power?” 

The PBS had also 
hoped to win three new 
state seats, which would 
have given it the 36 
elected and appointed 
seats necessary for the 
two-thirds majority it 
would require in the as- 
sembly to amend the 
state constitution. But 
these hopes were 
dashed. Of 48 elected 
representatives, the PBS 
now has 28 seats, Usno 
l6, Berjaya three and 
one independent. 

Numerically, the PE 
is weaker by one seat now than before 
the by-elections were called. This was 
precisely Usno and Berjaya’s aim in 
calling for the by-elections last October, 
when they tendered undated letters of 
resignation from three of their assem- 
blymen who had crossed over to the 
PBS. A fourth, a former assemblyman 
for Buang Sayang, was suspected of 
contemplating a similar defection and 
was forced to resign as well. 

Thus, Usno gained most from the by- 
elections. With Berjaya almost wiped 
out, Usno’s bargaining power in Kuala 
Lumpur — where it seeks re-admission 
to the National Front — has improved. 

While the four areas contested in the 
by-elections were representative of 
similar Muslim- and Chinese-domi- 
nated constituencies, the results were 
not conclusive for purposes of predict- 
ing the outcome of national parliamen- 
tary elections, expected within the next 
few months. m 
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YOU'RE LOOKING | 
IN TELECOM 








Anderson & Lembke AB, Stockholm 


THE VERY LATEST 
JNICATIONS 


Rush hour, Regent Street, London. From a 
taxi cab here you can phone anywhere in the 
world. And never talk to an operator. 

Today many London taxis are equipped 
with cellular mobile telephones. They work 
like any other phone, but in places phones 
never worked before. Like cars, trucks, 
boats, and taxis driving down Regent Street. 

The system that makes the phones work 
is manufactured by Ericsson and operated 
by Racal-Vodatone Limited. 

Ericsson is the world’s most experienced 
manufacturer of cellular mobile telephone 
systems. We have supplied systems of every 
size-including the largest ever built with its 
over 200,000 users, in Scandinavia. 

Our cities include Chicago, Toronto, 
Madrid and Kuala Lumpur. | 

An expansion of Racal-Vodafone's AXE 
telephone exchange in London will shortly 
make it the largest capacity cellular exchange 
in the world. 

The next time you want to make a call 
from Regent Street, call a cab. 

The next time you want to profit from the 
latest in telecommunications, call Ericsson. 
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Ericsson Radio Systems AB 
$-16380 Stockholm, Sweden. Telephone: 4-46-8757 0000. 
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Sanwa's added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, fas always 
stressed the importance 
ol providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 

With more than 250 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


The world's 

7th largest bank 
Forward-looking bank- 

ing made Sanwa what it 

is today: the world's 7th 

largest bank*, with total 

assets of over US$109 

billion and the highest 

credit rating in inter- 

national finance. Backed 


also by credit and leasing 
idies Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 


"T Sanwa Bank 
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ARTS & SOCIETY 


The fall and rise of an errant 
museum curator 


By Alice Davenport and Alain Larocque 


s 1985 drew to a close, the city of 

Nanjing finally closed the books on 
the strange case of Yao Qian. The story 
had all the elements of a good potboiler: 
a powerful man ruined overnight; a 
tragic suicide; a son determined to clear 
his father’s memory, and a widow who 
took an entire museum hostage to ac- 
complish her purpose. In the 
background loomed powerful friends 
and foes engaged in their own power 
struggles — struggles which, in the end, 
maybéVe contributed to the final resol- 
ufton of the affair as much as the drama- 
tic actions of the family itself. 

The chief protagonist in the story was 
Yao Qian, director of the Nanjing 
Museum for 22 years. During this time 
he had gathered together a well-known 
collection of historical artifacts, consi- 
dered one of the most prestigious in 
China and the equal of more famous 
collections in Peking and Xian. Yao was 
nationally known as an eminent special- 
ist in ancient history and represented 
China at the International Council for 
Museology. He had become a member 
of the communist party in 1945 and, 
over the course of his career, had 
reached a position of power and influ- 
ence within the party bureaucracy. 

Yao was clearly a very important 
person. Just as clearly, he was a highly 
controversial figure. People who knew 
him held widely varying opinions of the 
man. For example, during his lifetime 
he was accused of being ruthlessly am- 
bitious; a man with no scruples; a man 
with a proven capacity for brutality. But 
others saw him as a praiseworthy figure. 
"He was a man of exceptional knowl- 
edge and culture," said a neighbour, 
"but he remained a simple and ordinary 
man, an affable man who talked to 
everybody." 

Whatever their opinion of Yao per- 
sonally, all observers agree that in 1983, 
when this story starts, the Nanjing 
Museum had become an awful place to 
work in. A number of employees found 
the atmosphere full of such unbearable 
tension that they took the serious (and 
risky) step of complaining about their 
director's ^working style" to a journalist 
from the Shanghai office of the national 
Guangming Daily. On 19 March 1983 
this journalist, a man named Liu 
Zhongxiang, made a trip to Nanjing to 
inquire into Yao's administration of the 
museum. Liu made at least one other 
trip to Nanjing, and met with Yao for 
the first time on 19 July 1983 — presum- 
ably to hear his side of the story. 
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In the meantime, between March 
and July the newspaper had begun to 
exert serious pressure on authorities to 
publicly denounce Yao for serious pro- 
fessional crimes. There must have been 
at least some hard evidence against Yao 
— for in spite of resistance from certain 
Jiangsu provincial authorities (who said 
Yao's problems were only “shortcom- 
ings in work style"), Yao was forced to 
make a public self-criticism at a com- 
munist party meeting in July. This did 
not end the matter, for on 18 November 
the Guangming Daily continued the as- 
sault, publishing an article directly at- 
tacking Yao: “Yao Qian, director of the 





Nanjing 's S s Shell reet ORANAN Gate: "historian on trial. 


Nanjing Museum, has plagiarised and 
seized the academic fruits of principal 
researchers at the museum." 

"You have to know the Chinese 
press," said a friend of the family, *to 
understand the severity of this attack. 
For many years we Chinese had not 
published the names of people who 
were publicly criticised. In China, this is 
the most terrible humiliation you can 
imagine. We have not had such a [pub- 
lic] attack since Lin Biao." 


Tu Guangming Daily article was only 
the first step in what turned into a 
long, drawn-out campaign against Yao. 
In early 1984 the Jiangsu Provincial 
Party Committee for Propaganda be- 
came involved in the case, and sent an 
investigation team to the museum to 
look into the newspaper's charges. On 
12 April a preliminary report was drawn 


POLITICS 


up by the museum study team. This re- 
port, and the subsequent final report, 
supported the newspapers charges 
against Yao, but details of these docu- 
ments were not made known to Yao 
himself until 21 August. 

Three days later the Jiangsu prop- 
aganda department called a “forum on 
the application of the policy towards in- 
tellectuals," to focus on Yao's case. Par- 
ticipants included representatives from 
Jiangsu's press and cultural associations 
as well as the provincial discipline coun- 
cil. National media, including the Guang- 
ming Daily, also sent representatives. 

Although some suggested that Yao 
be invited to participate (in what was es- 
sentially his own trial), it was refused 
and Yao did not hear his accusers as 
they castigated him for professional in- 
competence and for having an over- 
weening appetite for professional hon- 
ours and glory. But the most serious ac- 
cusation at this forum, as it had been 
from the start, was the 
charge that Yao had over 
the years plagiarised the 
professional work of his 
employees. 

To few people's sur- 
prise, the forum found 
Yao guilty and issued three 
resolutions: Yao was to 
make an “earnest and 
complete self-criticism’; 
a second inquiry commit- 
tee was to be assigned to 
the museum to further in- 
vestigate the problem; 
one new secretary was to 
be added to the museum's 
branch of the communist 
party and a new vice- 
director was to join the 
museum staff. (Introduc- 
ing outsiders at two key 
points would have the ef- 
fect of weakening the old 
museum power structure 
which had been dominated by Yao.) 

Two days after the forum the 
Guangming Daily published another 
story severely criticising Yao for 
plagiarism. The article charged: “Over 
the last few years, of the 20 or so articles 
published in his own name or co-au- 
thored, not even one was from his own 
pen." The newspaper made an impres- 
sive case against Yao, quoting reputable 
witnesses, including a professor from 
Nanjing University, who had testified 
against Yao at the forum. Guangming 
also ran an editorial vilifying Yao and 
again mentioning him by name. 

The next day the newspaper con- 
tinued its attack. It accused Yao of pro- 
fessional incompetence (for misusing 
the resources of the museum), and of 
brutally swearing at (and even beating) 
his employees. All of this was pretty 
strong stuff, but what followed was even 
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On 29 August “responsible per- 
sons of the museum” were officially 
notified of the provincial forum’s find- 
ings against Yao. By 1 September Yao 
was effectively relieved of his respon- 
sibilities as museum director and had 
submitted to a self-criticism session. 

At the age of 58, Yao was a broken 
man. The attack came as a severe blow 
after the long years in which he had en- 
joyed power and prestige. His health 
deteriorated rapidly under the strain 
and he was hospitalised with high blood 
pressure, a fever, and ulcurated lips. He 
was in extremely bad mental shape as 
well — not speaking and frequently 
weeping. Yao stayed in the hospital for 
two months. His accusers evidently got 
tired of waiting and at the end of this 
period (in October 1984) an official gov- 
ernment representative visited him in 
hospital and accused him of malinger- 
ing. This visit may have had some reper- 
cussions, for on 7 November Yao’s 
family took him home from the hospital 
for good. 

On the morning of 8 November 
1984, Yao was found dead, hanging in 
his bathroom. 

So far the details of this story have 
come primarily from accounts pub- 
lished in the Chinese press. The next 
part has never been officially acknow- 
ledged, but the writers talked to many 
sources in Nanjing who were willing to 
verify the story off the record. Accord- 
ing to these sources, soon after Yao’s 
suicide the authorities allowed his body 
to be placed in the great hall of the Nan- 
jing Museum for viewing. For several 
days the casket sat amid flowers while 
mourners paid their last respects. 

But then Yao’s family surprised au- 
thorities by refusing to remove the cas- 
ket after the mourners had departed. 





X 
The family delivered an ultimatum: un- 
less Yao’s reputation was cleared there 
would be no funeral and the body would 
remain in the museum. 

As the first step in the family’s strug- 
gle to clear Yao’s name, his son Yao 
Jianping sent a letter to central au- 
thorities in Peking stating flatly that it 
would not be possible to hold an hon- 
ourable funeral as long as there was 
such a stain on his father’s memory. Yao 
Jianping demanded a complete review 
of the case by the central committee, 
and asked for an “official rehabilita- 
tion” in the national Peoples’ Daily, as 
well as a retraction in the Guangming 
Daily. Yao Jianping’s letter made it 
clear that the family would not willingly 
remove the body from the museum until 
such measures were taken. 


nd so Yao’s body remained in the 
museum. Embarrassed city au- 
thorities announced that the museum 
was “closed for renovations,” and the 
museum in effect became a hostage in 
the family’s struggle to clear Yao’s name. 
A Nanjing resident and party 
member who followed the whole affair 
closely, stressed that powerful friends 
must have backed the family in this 
drastic course of action: “The widow 
and the son would not, by themselves, 
have shown such boldness — it was not 
they who had the influence and connec- 
tions, but Yao himself.” In other words, 
even after his death Yao was able to 
draw on a powerful network of personal 
relations (relatives, friends, classmates, 
and army comrades) who in turn made 
his case a part of a larger national strug- 
gle between moderates and leftists. 
Once the central. government. be- 
came involved the situation changed 
dramatically. In. early 1985 a special 


Experimental university put 
on ice in a special zone 


By K. M. Chrysler in Shenzhen 
A: unexpected casualty of the current 
political warfare in Peking is the 
new China Experimental University 
scheduled to rise in the Shenzhen Spe- 
cial Economic Zone just across the bor- 
der from Hongkong in Guangdong pro- 
vince. 

This revolutionary adventure in 
higher education, which has people ex- 
cited in the US as well as China, has 
been put on "hold" for two years while 
founding president Shu-Park Chan, 56, 
is back teaching at the University of 
Santa Clara in California. 

While the freeze is officially blamed 
on financial difficulties and shrinking 
foreign exchange, the Experimental 
University is actually believed to be 
more a victim of the political fallout 
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from “economic crimes” — fraud, brib- 
ery and smuggling — which have multi- 
plied in recent years as the Chinese 
opened their doors to Western goods, 
and their eyes and ears to Western 
ways. 

Political conservatives in Peking, 
who advocate ideological rather than 
pragmatic solutions to problems and 
consider the new open-door policies a 
failure, have apparently managed to 
stymie, at least temporarily, the plans of 
other top leaders who support Chan’s 
dream of introducing American-style 
higher education to China. 

The basic concept is enough to rattle 
any ideologue or bureaucrat. Ignoring 
more than 2,000 years of Confucian 
tradition and several decades of com- 


Hu: unauthorised campaign. 
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commission from the communist party 
secretariat made two visits to Nanjing. 
And on 19 February in a show of sup- 
port for Yao a number of influential 
provincial authorities visited the family 
to express regret over the incident and 
pay their condolences. 

After the Peking authorities entered 
the fray the focus of the investigation 
changed. The question stopped being 
whether or not an individual museum 
director was professionally incompetent 
and became, instead, whether or not the 
party itself had used the proper methods 
to investigate the charges. 

It is probable that the Yao affair 
eventually reached the highest levels of 
the communist party with the party 
General Secretary Hu Yaobang becom- 
ing personally involved in the case. In 


munist dogma, the idea is to introduce 
academic independence, scrap rote 
learning, and link teaching to research 
and industrial development. 

The main idea is for the China Ex- 
perimental University to become a 
teaching and research centre of ad- 
vanced technology and the nucleus of 
a Chinese “Silicon Valley," with 
graduates expected to get two years of 
practical on-the-job training with com- 
panies in the US and return home to put 
their knowledge to work. 


p call for offering initially only 
masters degrees in electrical engine- 
ering, computer science and engineer- 
ing management to about 250 students. 
Gradually the curriculum is to be ex- 
panded in two directions to include doc- 
toral courses and undergraduate 
studies, all meeting international stand- 
ards. Visionaries even see the pro- 
posed new school eventually becom- 
ing a model for the overhaul and re- 
form of China's 805 colleges and univer- 
sities. 
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early 198p Hu was still upset over 
methods Used in the 1983-84 "spiritual 
pollution campaign" and was preparing 
tq fire the hed of the national prop- 
anda departinent Deng Liqun, who 
was.responsibleffor the campaign. Since 
it had been the Nanjing office of this 
bureau which had come out strongest 
against Yao, this may have predisposed 
Hu to look on the Yao affair as an unau- 
thorised continuation of a discredited 
campaign. 

{n any case, the mood in Peking was 
distinctly favourable to Yao and on 30 
May the central committee issued a spe- 
cial general conference report: “Com- 
rade Yao Qian has died uncleared of a 
false charge.” The report cleared Yao of 
all plagiarism charges and, though rec- 
ygnising that a few problems remained 
inresolved, gave an overall glowing ac- 
count of Yao’s career. Furthermore, the 
central gommittee used this document 
as peril to severely criticise Jiangsu 
provincial authorities for the way they 
handled the incident and for “not hav- 
ing respected the discipline of the 
party.” The report promised that those 
responsible would be punished. There 
were, in fact, a number of sudden per- 
sonnel changes — the director and 
vice-director of the Jiangsu propaganda 
bureau lost their jobs within a few weeks. 

But the most dramatic about-face 
came from Yao’s original accuser the 


Guangming Daily, which on 4 August 


published a front-page article entitled, 


“The mistaken case of director Yao 


Qian of the Nanjing Museum has to be 
redressed.” This article was also printed 


in the People’s Daily as well as major 


provincial newspapers across China. 


But what made the Guangming Daily 
version unique was the accompanying 


front-page editorial in which the news- 


Although construction has not 
begun and the university will not open 
his September as originally planned, 
supporters nonetheless feel substantial 
progress has been made since Chan first 
proposed the basic concept in 1982 and 
won the endorsement of Deng Xiaoping 
and other senior officials. 

Five hundred acres of prime land 
fronting on the South China Sea have 
been allocated for the university by the 
central government and a master plan 
has been approved. Meanwhile, the 
Shenzhen government has invested 
more than US$1 million in eight apart- 
ments, local headquarters and operat- 
ing expenses. 

In the US, the China Experimental 
University Foundation was established 
in 1984, and more than US$100,000 has 
been donated by US companies and in- 
dividuals who see the university as a 
significant new way to improve US rela- 
tions with China. 

Among the American supporters are 
P. Marshall Fitzgerald, founder of 
Standford Communications, who has 
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paper acknowledged that it “had to ac- 
cept the conclusions of the party investi- 
gation report" and it "promised to do 
better journalistic work in the future." 
This did not quite constitute the com- 
plete apology demanded by Yao’s fami- 
ly, but it was close enough. 


W ith Yao's reputation officially 
cleared the family finally removed 
his body from the museum. About 10 
days after the Guangming Daily retrac- 
tion, the Nanjing Museum was reopen- 
ed to the public. The authorities still 
claimed that the museum had been 
closed for nine months for renovations, 
but any improvements and changes 
were not evident to the casual visitor. 
Reopening the. museum was still not 
the end of the Yao affair though. Au- 
thorities were determined that those in- 
volved should draw the appropriate 
"lesson" from the case. From mid-Au- 
gust until. mid-November 1985 the 


museum staff were required to discuss 
the Yao affair at their weekly political 
study sessions. By December many 
Chinese — from the museum employ- 
ees up to party functionaries in Peking 
— were heartily tired of the Yao case. 
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agreed to serve as vice-president of the 
university, and more than a dozen dedi- 
cated young doctorate graduates, 
mostly Chinese-Americans, willing to 
teach in Shenzhen for a fraction of what 
they could earn in the US. 

The response in China has been even 
more enthusiastic, with thousands of 
applicants for 40 staff positions and 
thousands more eager to enrol. 

What is lacking is money. The Pe- 
king government originally agreed to 
provide the Chinese currency equiva- 
lent of approximately US$65 million 
plus up to US$20 million in foreign cap- 
ital to fund phase one of construction as 
well as roughly US$12 million a year to 
cover operating costs. The fund freeze 
and sudden halt to the project came as a 





There seemed to be a general desire to 
close the books on the incident. 

Yao's memory has been officially 
cleared, but as is often the case in 
China, the question of actual guilt or in- 
nocence remains open. One Chinese 
source familiar with the case went so far 
as to say: "It is certain that the accusa- 
tions [against Yao] were not completely 
fabricated." This source explained that 
it was the manner and severity of the at- 
tack which had so upset the Chinese: 
transforming a respected intellectual 
into an ignoble figure overnight; never 
giving the victim a chance to defend 
himself before the investigation com- 
mittee, and holding criticism sessions 
until he was driven to suicide. To many 
it brought back the horrors of the Cul- 
tural Revolution. 

A few weeks ago the writers ran off 
copies of Chinese news articles on the 
Yao case at a Nanjing photocopy 
centre. The shop assistants glanced at 
the articles: 

“Oh, I remember him,” satd one, 
"he's the one who plagiarised all those 
books.” 

“No he didn't," insisted another, “he 
was completely innocent.” u 
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complete surprise to both Chinese and 
American backers. 

Last July, when Chan moved to 
Shenzhen, budget approval was expect- 
ed in a matter of weeks with construc- 
tion to start shortly after. When the 
weeks turned into months, embarrassed 
education officials in Peking finally told 
him in October that no funds could be or 
would be released for the Experimental 
University for two years. 

Chan, son of a Chinese warlord, a 
naturalised American and a realist, had 
to make a strategic retreat. Swallowing 
his disappointment, he cancelled his 
leave of absence and returned to the elec- 
trical engineering and computer science 
department of the University of Santa 
Clara where he taught for 22 years. D 































































































B: offering sprigs from a sacred tree 
= to more than 2 million "heroic 


apanese Brine Minister Yasuhiro 
sone provoked Chinese students 
taging massive anti-Japanese dem- 
ons. Now, it does not take much 
provoke anti-Japanese gestures in 
dt is, as it were, part of the na- 
a ethos. What was missed, how- 
in the general outrage and specu- 
1s on the meanings of Chinese dis- 
t was that Nakasone's visit to the 
ic and the anti-Japanese demon- 
tions . sprang from a very similar 








Nakasone has been worried for a 
ng time about the lack of spirit in the 
panese young, pampered by post-war 
yarental indulgence and mollycoddled 
n hi-tech affluence. Modernisation has 
ade the Japanese rich, but spiritually 
vapid. To remedy this he wants to inject 


Bloc RAPHY 


eems that the game of Trivial PurSuit 
— the great rave in the West today — 
as been. adopted by China's modern 
istorians in their cautious attempts to 
ewrite the history of the communist 
arty and its principal leaders. 

This book, valuable though it is for 
rtain insights into current thinking in 
Chinese leadership, makes no really 
ubstantial contribution to our under- 
tanding of the post-1949 period, 
hough it teems with tantalising refer- 
ces to intimate scenes of conflict and 
trayal. For those alone, it is worth 
ading. And the mere. fact of its ap- 
| nce is s of considerable political in- 













ced off the reales i process of Sali 
reversal in China. ‘since the i 


T one Mao's s excesses sin ‘the C ub 
partly 










some of the old ethics (filial piety and so 
forth) into the education Dm and 
promote what some call 
nationalism" — in effect a kind of = 
panese neo-conservatism, which - 


cludes a re- evaluation of Japan’s role i in | 


World War I. 





This often amounts to a whitewash | 





witha strongly anti-American tone. The 
irony is that this brand of Japanese re- 
visionism is partly encouraged by Ame- 
rican pressure for Ja apan to pull its 
weight in defence spending. Nakasone’s 
new nationalism is part of a larger stra- 
tegy to convince the Japanese people of 
the necessity to make Japan a confident 
military power again. 

_The Chinese reaction is more than a 
spontaneous outburst of disgust about 
the Japanese resistance to learning their 
history lessons. Like Nakasone, many 
Chinese are worried about the effects of 
modernisation on the national spirit. 


uou Enlai, a Profile by Percy Jucheng Fang and Lucy Guinong J. Fang. Peking 
: reign Languages Press. No price given. 


flect whether he au not, in. fact; have 
done more. 

The work is muddled in its presenta- 
tion, mixing chronological narrative 
with essays on various aspects of Zhou’ s 
style and personality. Many im 


topics are touched on skimpily if at all. 
And the oily, prissy style, peppered 
with inappropriate colloquialisms like 


"shooting the breeze," is only too typi- 


cal of much English- language writing | 


coming out of China today. 


Nonetheless, the authors have evi- | 
dently had access to material or inter- | 
views which have not previously sur- 


faced, and even if they are mainly trivial 
and related to the sufferings of indi- 
vidual victims of the Cultural Revolu- 
tion, they are certainly of interest to his- 
torians and biographers. The au- 
thorities may be seeking to lessen the 
shock effect within China by first pub- 
lishing the book in English only, for the 
Chinese people are not accustomed to 
such sudden changes of line, but to a 


| more. gradual reassessment of dead 
leaders. 

One purpose of the book is to 
 eulogise Deng Xiaoping as the legiti- 
-f mate, „and most natural suc 


.| the target for general resentment about 
“new 


face-to-face contest of wills, as some- 
| times seemed not only necessary but im- 












fast, ‘while. SU. ‘rengain “peg yw 
through China's newly opened door 
have entered such things as porno- 
graphic videos, pop music and con- 
sumer products most people still cannot 
afford to buy. The main exporter of 
such products is Japan; consequently 





the rough edges of modernisation is 


Japan. Some feel that once again 
. China's spirit is bejnë sapped by foreign 
modernity. "a 


" his brings us to en main theme of. 

Thorne's excellent new book: the 
destabilising social, political, economic: 
and cultural effects of industrial ci 
tion. Thorne argues that these e 
helped bring about the worldWh& 
flict of the 1940s. | ' 

This is partly a matter of technique: d 
neither the machine-gun slaughter in 
the trenches of France and Belgium in 
the first war, nor the mass murder of the 
Jews in the second would have been 
possible without the orderly, efficient, 
scientific mind of modern industrial 
man. Auschwitz, after all, was a per- 
verse form of mass production. 









Zhou, and the details on the life of the 
Deng family during their disgrace in 
1967-73 is a good picture of how so 
many unhorsed leaders lived before 
their rehabilitation or death. It is in- 
teresting to speculate why Zhou al- 
lowed or was powerless to prevent the 
physical torments and indignities in- 
flicted, for instance, on Liu Shaoqi and 
Bo Yibo, when he was able to protect 
other famous revolutionaries from the. | 
most extreme cruelties ot: the. Red 
Guards. | " i 
In the end one is forced to the con- 
clusion that Zhou was a superb politi- 
cian who could not envisage a situation 
in which he did not exercise a consider- 
able degree of personal control. He 
would sit out in the rain or hot sun for 
hours on end, or receive Red Guard 


i 





leaders late at night, to dissuade them 


from the worst excesses. He may not 
have made the Cultural Revolution 
more tolerable for everyone, but he un- 
doubtedly helped to prevent China fall- 
ing into total chaos or military dictator- 
ship.. | 


B ahere was perhaps: too much of the 
“suave gentleman and not enough 





of d candid Marxist in Zhou Enlai,” 
| the authors conclude. “He was given to 


too much shadow-boxing with Mao 
Zedong rather than taking Mao on in a 





It may be that Zhou gave in 
HON Mao, whether he believe 











injection of old spiritual ethics. 


is not all. Although Thorne 
to point out the differences be- 
various countries, he identifies 
in universal effects of industrialisa- 

pn. One is the social disruption caused 

y mass migration from the villages to 
the new industrial cities, causing the 
breakdown of family life and con- 
sequently of the values of which the 





family is the traditional custodian. 
This, so the thesis goes, leads to 
amorphous mass societies filled with 
anonymous individuals prone to follow- 
ing strong leaders in  nationalist 
crusades. No longer able to identify 
with family of even village, the millions 
of cogs in the modern machine seek to 

















| Zhou with students | in 1 958: superb politician. 


Mao was right or dead wrong. Never- 


theless, because he had struggled so 
hard in the Cultural Revolution to 


keep the ship of state afloat; because 
had had done so much to. ward off at- 
tacks and cushion blows for victims of 
that terrible period; because he had suc- 
ceeded in holding the Gang of Four at 
bay and preventing them from seizing 
supreme power —- all this from a hospi- 
tal bed in his last two years — the people 
of China today are inclined to pass over 
failings on Zhou Enlai's part. 

Peripher ral but important concerns 








identify with nation, or, more to the 
also suffered from 
Zhou's desire not to 


make waves. Tibet, for 
instance, had been 
badly battered both by 
leftism among the Han 
cadres there and the 
tough line taken by the 
military governor, 

Ren Rong. Zhou is 
portrayed as sitting on 
his hospital couch 
making notes about 
the need to improve 
the standard of Tibe- 
tan cadres and sending 
Hua Guofeng off to a 
“happy landing” (sic) 
in Lhasa, where he was 
to sort out the region’s 
problems on the spot. 
The authors do not 
mention the fact that 
Hua himself had leftist 
and had little experience to 


leanings, 
handle Tibetan affairs. 


t was not until Ren was withdrawn in 
1980 that Peking even admitted to the 
bad mistakes that had been made in 
Tibet since the flight of the Dalai Lama in 
1959. Even today leftist attitudes on the 
part of cadres, and lack of attention to 
the training and respectful treatment of 
Tibetans, are still causing overt concern. 
Zhou also had to let Chinese history 
and culture go to the wall in the Cultura! 
Revolution decade. For most of that 
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point in the context of this book, race 

Japan was not only the main pro- 
tagonist in the Far Eastern conflict, but 
also in many ways the most interesting 
case of modernisation gone wrong 
(though since the war many have m: ide 
a good living hailing Japan as the prime 
example of modernisation gone right) 
Thorne claims that though Japan was 
the first “modernised” Asian state in 
economic terms, it remained a socially 
brittle society, whose citizens were un- 
able to *bear the burden of political re- 
sponsibility in a modern nation-state.” 
The destruction of tradition resulted in 
a perversion of tradition: Confucian 
ethics were twisted into blind, militaris- 
tic obedience to authority. Japanese 
citizens had not learned how to think for 
themselves. 

It was widely believed 
cere meant Westernis 


that 
ation 


mo- 
and 


many Japanese thought the only was 
forward was to become a Western 
state. Karl Marx, incidentallv, thought 
so too. He defined Britain's task in 
India as being “the annihilation of 
Asiatic society and the laying of the 


material foundation of We 
in Asia.” 

Becoming a Western 
ever, was not on, for Japan 
Asian state. For one thing, th 
powers before the war did 


Stern society 


nation. how- 
or anv othe 
e Western 


not regard 


period, only eight “model” stage works 
could been seen, as Jiang Oing pursued 
her dilettante *reform" of the Peking 
Opera. Elsewhere it has been 
documented how Zhou tried to offer at 
least some resistance to Jiang's rampage 
in the theatrical world, but the results 
remained appalling 

Like most modern Chinese writer: 
authors seem mysteriously 
about the 1976 rioting l'iananmer 


on 


Square, which they gloss over in a sen 
tence or two, without making any at 


tempt to count the casualties or say what 
happened to the arrested rioters 

[here are many engaging anecdot 
about Zhou, about his modesty and his 
austerity of life-style, and about the 
charm he exercised on foreigners. And 
the contrasts in character between him 
self and Mao are well-delineated. There 
are moments when the only word that 
springs to mind to describe the relation- 
ship would be “fawning” Zhou's 
part. 

His reverence for the 


OT 


narismat Dul 


wayward leader seemed to be spiced 
with a measure of genuine fear like 
the sometime security chief anc vil 
genius of the Cultural Revolution 
Kang Sheng. According to the book 
Kang coolly had Mao's private quai 
bugged, and when Mao found out about 
it, murdered the three techniciai | 


had installed the devices and deni l 
knowledge of them. One uld 
not see Zhou doing anything like that! 

— David Bonavia 
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Japan, let alone the colonies, as equals 
— a slight the Japanese were never to 
forget. Moreover — and this is reason 
for hope or despair, depending on one’s 
point of view — no matter how modern 
Japan became it still kept its distinct 
identity. 

This was by no means evident to 
most Japanese, who, like people all 
` over the world were terrified that the 
machine age would rob them of their 
soul. There have basically been two 
methods of saving national souls, which 
are much closer together than many 
often think: the flight into an idealised 
past in order to bolster a unique and 
superior national spirit, or a complete 
break with the past and the creation of a 
New Man. 

Communists belong to the latter 
category, fascists — but not only fascists 
— to the former. In both cases — in 
Hitler’s Germany and in Mao’s China 
— one sees a paradoxical obsession with 
massive industrialisation combined with 
a spiritual revolt of the countryside with 
its folkish values against the decadent 
cosmopolitan city. 


here are other similarities between 

“left” and “right” which might sur- 
prise people inclined to hold up marx- 
ist nationalism as a more acceptable, 
because idealistic, alternative to fas- 
cism: the Nazis killed cosmopolitan 
Jews; the Japanese persecuted the 
citified Chinese in Southeast Asia 
(often to the applause of rural Malays), 
and so did the Vietnamese and Cambo- 
dian communists 30 years later. It is still 
easy to find people who will say that the 
victims in all these cases “had it coming 
to them"; just as it is éasy to find people, 
in the East and West, who get sentimen- 
tal over simple country ways and indlig- 
nant about “Western” influence on 
modern cities. And let us also not forget 
those misguided romantics who still 
seek salvation in a mythical Oriental 
spirit. 

It was always mythical. The superior 
Asian spirit, vaunted by such disparate 
figures as Mahatma Gandhi and Gen. 
Tojo as the antidote to soulless Western 
materialism, was as spurious as the ra- 
cially pure Aryan or the communist 
New Man. But, spurious or not, this 
dihad (holy war) against materialist 
civilisation and thus, by implication the 
Western world, was not unpopular in 
many parts of Asia. 

Some of the most interesting insights 
in Thorne’s book concern the collabora- 
tion of Indonesian, Burmese, Thai, 
Vietnamese, Filipino, Korean 
Chinese nationalists in the Japanese 
New Order. The Japanese forces were 
welcomed by many Asians as liberators 
from their arrogant white masters. In- 
deed, the Japanese empire got off to 
such a flying start that one wonders why 
it went so terribly wrong, so fast. In 
less than a year after “liberation” the 
Japanese were hated more by fellow 
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the colonisers, so that the latter hau Asia hat ^ 
put more emphasis on their rach  — 
superiority. To make this convincing it hic 


helps if one is clearly of a different, and, 4SSege 

given Asian attitudes, preferably palér | &S Tho, went Of th 

race. e Em © ten 
Here the Japanese were at a disad- | thà; p 9Pean X 

vantage. Furthermore, the Japanese, so | dence, Clore Sh 


as di Y S mista 


late and inexperienced in the imperial ` 
the alli&ess ri 


game, got their signals wrong. Thorne 
makes a convincing case that most Ja- 
panese civilian officials *were cynical 
regarding the notion of a mission on be- 


and | 


Bangkok welcomes invading Japanese: collaboration turns to hate. 


half of fellow Asians equal in standing 
to themselves," but even if this had not 
been the case, it is hard to see how Ja- 
panese propaganda could have been 
convincing in the long run. 

It was too contradictory: while 
Southeast Asians were encouraged to 
develop their own cultures (it was the 
Japanese who first got Filipinos to write 
in Tagalog instead of Spanish or Eng- 
lish), they were forced to learn Japanese 
and bow to the emperor. 

One cannot be a liberating brother 
claiming racial and spiritual kinship 
and at the same time belong to a 
superior caste. After all, if the Japanese 
are brothers why should they be super- 
ior? And if they are anti-imperialist, 
what right do they have to rule others? 
Southeast Asians, especially, ended 
up feeling betrayed and the distrust 
of Japanese has lasted to this day. 
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understano — — 
thus coping witn ww 
nationalist forces un- 
leashed by the war in 
Asia. “. . . the United 
States, so manifestly 
'the winner' of the Far 
Eastern war in 1945, 
could by the 1970s be 
seen as having been in 
certain senses the 
greatest of its long- 
term "losers," goes 
the last sentence of 
the book. 

Well, perhaps. But 
in another sense the 
people “liberated” 
from the US embrace 
are even bigger losers: 
The type of national- 
ism that emerged from 
the Far Eastern conflict can be very un- 
pleasant to live under and despite the 
anti-American stance of some students 
and intellectuals, most South Koreans, 
say, are quite glad to be spared the par- 
ticularly awful variety suffered by their 
Northern kin. Recent visitors to Viet- 
nam, too, have noted a strange nostal- 
gia in the South for those naive Ameri- 
can imperialists. 

Certainly the original issue of war 
is still a live one. People are struggl- 
ing with modernity in many parts of 
the world, including the Japanese, 
who, albeit thoroughly modernised, 
are still searching for their national 
soul. Perhaps industrial civilisation 
is doomed. But Thorne's book serves 
as an eloquent warning of what hap- 
pens when nations resist it by turning 
to violent, atavistic fantasies. 

— lan Buruma 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jig May 1985: 


“The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
oreign investment and nearly 1,000 aaree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 











This book explains how to do business 

with China by taking advantage of these 

new opportunities. It discusses the 

_ country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 










It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 





guide to doing business 


(195 pages — liberally illustrated with colour plates, maps and graphs) 
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“he long-forecast slump in world oil prices has arriv- 


ed, with the nosedive in mid-January of the price of 
orth Sea oil. For the region's oil exporters — Indonesia, 
alaysia, Brunei and China — it foreshadows reduced 
- export earnings if lower prices cannot be offset by a 
greater volume of sales into a market which is already 
glutted and distorted, at least in the short term, by 
- the sudden cheapness of North Sea crude. More impor- 
tantly it could mean a substantial fall in revenue to gov- 
ernments already squeezed by lower prices for other ex- 
port commodiities. 

^ Onthe other hand, for the oil importers, notably Japan, 















it promises lower energy costs, sci ood flation and 
boost to economic growth. It is estimalsd that ev 
10% fall in the price of crude will yield an eno 
a percentage point boost in OECD grow, 

and the US — Asian exporters’ main markets - KE to bene- 

fit proportionately more than other industrjalisedstates. 
The current oil-price slide, which began with 
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. December decision by Opec oil ministers to defend their 


share of the world market rather than prices, has seen 
the price of the pace-setting North Sea crude tumble 
from US$28 a barrel to less than US$19 a barrel. With 
some analysts suggesting prices generally will settle at 
US$18, the longer-term prospects for enhanced econo- 
mic growth for the oil Se aba seem bright. 












| No joy for Britain as North Sea price plunges 


Oil in troubled waters 


By James Bartholomew in London 


he suspicion among Southeast Asian 

oil producers that Britain is setting 
out to glut the oil market and destroy 
Opec, is treated by oil analysts in Lon- 
don as a bad joke. The recent fall in oil 
prices has put British economic policy 
under embarrassing pressure. The 
pound has fallen, interest rates have 
risen and the promise of tax cuts is hav- 
ing to be withdrawn. 

Another suspicion — in Indonesia, 
for instance — is that Britain is selling 
oil at below the cost of production. In 
fact, the average cost of production is £7 
(US$10) a barrel (as at April 1985 using 
1984 prices) whereas the current open- 
market price of North Sea crude is 
around US$19. 

The easiest and biggest oil fields in 





costs of production are below average. 


The cost of production for the pre-1980 
fields is only £6 a barrel. But for fields 
developed in 1980 and after, the equiva- 


lent cost of production is £9. So, most 


fields, even recent ones, are still operat- 
ing at a profit at current prices. 

For fields currently under develop- 
ment, however, the cost of production 
will be much greater at £13. (All these 


‘are British Government figures.) It is 


these fields which now appear poten- 
tially uncommercial. But as the capital 
expenditure on exploration and deve- 
lopment has already been made in most 
cases, it still makes commercial sense to 
roceed with production as the cost of 
letting the oil flow is relatively low. 
.. Some other oil-producing countries 
find it hard to accept or understand the 


‘idea of non-interference by the British 


Government in North Sea oil produc- 
tion. It arises out of the fact that the cost 
‘of production in Britain is a great deal 
higher than in the Middle East and the 


50 


dw. 


difficulties of exploration and develop- 
ment in the North Sea are much greater. 
The only way to ensure large-scale ex- 
ploration for oil in the area was to give 
assurances of non-interference. In 1974, 
the then minister for energy, Eric Var- 
ley, agreed that the government would 
not demand production cuts. The prom- 
ise was called the “Varley assurances.” 

This long-established policy is now 
under greater pressure than ever be- 
fore. The price of North Sea oil has fall- 
en from US$30 in December to the cur- 
rent level below US$19. It has been dri- 
ven down by Saudi Arabia which has 
substantially increased its production 
levels. The Saudi move appears to arise 
because the kingdom is fed up with 
limiting production and thus carrying 
most of the burden of supporting oil 
prices. It feels it has lacked support 
from other oil-producing countries in- 


North Sea rig: production peak. 
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cluding some Opec members: These 
Opec members failed to keep within the 
production quotas they had agreed to. 

Now Saudi Arabia is trying to con- 
vince not only those members but also 
non-Opec members like Britain and 
Norway that everyone must share the 
burden of holding down production. 
Norway shows signs of giving in to the 
pressure. Britain, so far, retains its non- 
interference posture. But even if Britain 
retains this posture in public, it might 
try to accommodate Sheikh Yamani, 
the Saudi oil minister, behind the 
scenes. In fact some analysts said that 
last summer the maintenance work on 
the North Sea rigs was extended in 
order to keep a cap on production. 

They believe that this may have fol- 
lowed subtle pressure by the British 
Government. It is possible that furthe 
subtle pressure may be applied in orde 
to placate Saudi Arabia. According to 
oil analysts, the British Government ex- 
pects that other countries (including In- 
donesia) which are more dependent 
than Britain on oil revenues are likely to 
“crack first” and give in to the Saudi tac- 
tics. So the amount of control which the 
British Government may feel obliged to 
exercise, even covertly, could well be 
only marginal. 

In any case, British production i is not 
increasing dramatically. The official 
October 1985 production figure of 11 
million tonnes was only slightly up on 
the 10.7 million tonnes at the corres- 
ponding period in 1984. Last year and 
1986 are expected to be the peak years 
for North Sea oil after which production 
is due to fall. So within a few years, Bri- 
tish oil production is unlikely to be a 
matter for controversy. And by 1988 or 
1989 the real price of oil will probably be 
going up again. Oo 
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Japanese Very Large Crude Carrier: lured away from the Gulf. 





| Japan buys British 


x 


By Charles Smith in Tokyo 


"e low prices for North 
Sea oil have lured Japanese trad- 
ing and refining companies into im- 
porting oil from Britain in January, in- 
stead of from the Gulf which is about 20 
days closer to Japan in normal shipping 
time. 

At least three contracts, each for 
around 1 million barrels of North Sea 
crude, were signed by Japanese com- 
panies between 17 January, when the 
price hit around US$22 a barrel, and the 
end of the following week when it was 
hovering between US$18 and US$19. 
The total of around 3-3.5 million barrels 
imported so far amounts to roughly one 
day's consumption by the nation, but 
some importers feel that this may be 
only a start. 

In the past, according to Noboru 
Tsuruta of Mitsui and Co. , North Sea oil 
has been kept out of Japan as much by 


‘the reluctance of refinery engineers to 
"experiment with new types of oil as by 


price. This “mental barrier” may disap- 
pear once engineers discover that the 
superlight crude from the North Sea is 
little different from the Oman or Qatar 
crudes with which Japan is more famil- 
lar. | 
The differential between North Sea 
oil priced at US$22 a barrel and Oman 
crude priced at US$23.50 amounted to 
about 60 US cents a barrel. in mid- 
January after allowing for the extra 
freight and interest-rate costs associated 
with the longer voyage from Northern 
Europe. This relatively narrow diffe- 
rential could easily be eliminated by a 
shift over the next few weeks in the price 
of Middle East oil, but Mitsui points out 
that, by the third week of January, 
prices for February shipments of oil 
from the Gulf had already been fixed. 
This made it possible for Japanese im- 
porters to make a virtually risk-free 
switch of orders from the Gulf to the 
North Sea. 
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The sudden spate of North Sea oil 
purchases has meant an inevitable 
short-term fall in Japanese imports from 
other sources, oil refiners and traders 
admit, but the long-term pattern re- 
mains hard to predict. The most likely 
pattern of events according to Mitsui is 
that Japan’s suppliers in the Middle 
East and Southeast Asia will be forced 
to lower their prices now that North Sea 
oil shipments to Japan have been 
proved possible. This seems more prob- 
able than a major long-term switch in 
the sourcing of Japan’s oil imports. 


» Paul Ensor writes from Seoul: South 
Korea is not following Japan in buying 
up North Sea Brent crude for a variety 
of reasons. According to Lee Hoesung, 
a senior councillor of the Ministry of 
Energy and Resources, the high petrol 
content of the North Sea variety is not 
suitable to South Korea's local market: 
only 3% of petroleum-product con- 
sumption here is petrol. "We'd have a 
gasoline surplus if we started to import 
Brent," he says. 

Planners here are optimistic about 
the effect of a fall in the price of energy 
on the economy as a whole, which must 
import nearly all of its energy needs 
from abroad. According to Korea 
Development Institute (KDI), the gov- 
ernment's think-tank, the net US$5 de- 
cline in the price of a barrel of oil ex- 
pected this year will add 0.3% to overall 
gross national product growth. 

According to KDI, such a drop 
would improve the country's balance- 
of-payments situation by US$900 mil- 
lion. However, taking into account re- 
duced exports to Opec members, in- 
creased. exports to non-Opec members 
and greater imports by South Korea as a 
result of the higher growth lower oil 
prices will deliver, the net effect would 
be a US$700 million improvement in the 
country's balance of payments. Oo 





No shock for | 
Indonesia 


By Paul Handley in Jakarta 
p cuts in North Sea crudes came 

about two months earlier than anti- 
cipated, but they were no shock to In- 
donesia. The budget for 1986-87, begin- 
ning on 1 April (REVIEW, 16 Jan.), was 
rooted in nearly worst-case calculations 
of oil income. Thus, analysts believe 
that an unprecedented rewrite of the 
budget — which rests heavily on oil re- 
venue — will be unnecessary if the 
average price of Western crudes res 
mains above US$18 a barrel through 
June. 

Before the budget was announced, 
crude-oil production was increased to 
some 1.4-1.5 million barrels per day 
(bpd), with both the state oil company 
Pertamina and foreign oil contractors 
taking advantage of previous price 
levels before the demand drop dur- 
ing the Northern Hemisphere sume 
mer. 

The high production now should bufz 
fer the country against unpredicted rez 
venue shortfalls into the third quarter, 
Devaluation, the expected government 
reaction to an oil-price crash, would nof 
have to be considered until August at 
the earliest. 

Banks, for example, report no abe 
normally high movement into dollars 
that would indicate fears of an imminent 
rupiah realignment. Since the an 
nouncement of the new budget — with 
an overall 7% cut in spending — the 
rupiah has only fallen about 0.3% 
against the US dollar. 

Lengthy meetings of the Board of 
Commissioners of Pertamina and the 
Ministry of Mines and Energy, were in- 
conclusive. The price had not dropped 
too low to take action prior to the early 
February Opec special committee 
meeting on production limits. The offi- 
cials were also awaiting the results of 
challenges to the British to cooperate 
with Opec on oil-production limits, 
Analysts say that Indonesia will con- 
tinue to be capable of selling all 
the oil it can produce — that is as long 
as contract prices are close to spot 
prices. 

In the fiscal 1986-87 budget, oil and 
natural-gas exports provide 55% of 
state revenues, a drop from the 65-7096 
levels in recent years. The budget was 
cut to reflect this reduction. Offi: 
cially, projected net oil income of 
Rps 8.15 trillion (US$7.2 billion) is 
based on an average production of 
1.34 million bpd averaging US$25 à 
barrel. 

Analysts attacked the US$25 price 
as an overly optimistic projection, but 
they may have failed to take into ac- 
count the countrys production $ 
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flexibility. If production can stay above 
1.45 million bpd, income could conceiv- 
ably remain the same at an average 
price of US$23 a barrel. 

Now prices look sure to stabilise 
below US$23. A hypothesis put for- 
ward by one economist is that produc- 
tion costs have been overestimated in 
the oil-income calculation, giving even 
more resilience to unexpected market 
changes. 

Marketing, a foreign oil analyst ar- 
gues, is not likely to be a problem — as 
it was a year ago when Japanese buyers 
Slowed liftings to force down the Opec- 
based government scale of crude prices 
(GSP). Then, Pertamina could not re- 
spond quickly enough and production 
fell 30% below normal for four weeks. 
Even the existing discounting policies 
were too rigid to deal with the chal- 
lenge from more competitive Chinese 
crudes. 

With the new Japanese interest in 


. very cheap North Sea oil, the market- 


ers need extreme agility to move In- 
donesian production. “I think there is 
the demand for all they can produce, if 
they can respond to the market,” the 
analyst predicted. 

The one remaining problem is that of 
the foreign oil companies’ tax payments 
on oil exports. Foreign contractors, re- 
sponsible for production of about 90% 
of Indonesian crude, pay taxes on the 
GSP price — not the much lower selling 
price. Previously, they have com- 
plained, but have still been able to move 
their oil profitably on the higher tax 
rate. 

However, with market prices now 
some US$6-8 below the GSP settings, 
the companies say they aré getting 
close to the point of losing on their €x- 
‘ports. 

Sumatran Light, the major crude 
exported to Japan and the US, was 
pegged at nearly US$7 a barrel below 
the GSP on spot markets in late 
January. Even then, traders’ were 
standing back from Indonesian crudes 
in anticipation of further cuts in North 
Sea crude prices. 

Industry sources say Pertamina has a 
contingency plan to lower the produc- 
ers tax liabilities should there be 
further price declines. 

Meetings on 24-25 January consi- 
dered various proposals from the oil 
companies — but no decision will be re- 
vealed before Energy Minister Subroto 
returns from the 3 February Opec ses- 
sion. 

Even when marketing problems are 
solved, the country still faces declining 
exploration activity, which could hinder 
Indonesian ability to produce oil within 
five years. 

"I. think you will see some of 
the oil companies cutting back their 
exploration work late this year, if 
the market continues like this," 
the chief. of one major producer 
said. 
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Taiwan's policy-rethink  — 


By Carl Goldstein in Taipei 

he sharp drop in crude oil prices on 

the spot market has set off renewed 
criticism in Taiwan of the buying prac- 
tices of Chinese Petroleum Corp. 
(CPC), which controls all of Taiwan's 
crude oil imports and refining. The 
state-owned company's chief interest 
has long been to assure a stable supply 
of the strategic commodity for the dip- 
lomatically isolated country. Thus CPC 
has signed a series of three-year supply 
contracts with its chief suppliers, Saudi 
Arabia, Kuwait, the United Arab Emi- 
rates and Indonesia. The contracts 
commit Taiwan to Opec's official price, 
rather than market prices, which means 
that CPC has been paying about US$28 
a barrel for light crude. 

With spot prices plunging, however, 
a CPC delegation led by its president, 
Chou Chi-chin, left on 20 January for 


High stakes 
for China 


By Robert Delfs in Hongkong 


P etroleum is China's most important 
export product and any sustained 
slump in crude-oil prices will cripple Pe- 
king's ability to deal with its already 
mammoth trade deficit. In the first 
three quarters of 1985, the country sold 
21.35 million tonnes of crude and 4.47 
million tonnes of petroleum products, 
together worth Rmb 13.65 billion (US$ 
4.7 billion) — a quarter of all export 
earnings in renminbi terms. 

Export levels have been boosted in 
an attempt to counter serious trade de- 
ficits — the nine-month crude export 
tonnage was near the 22.07 million ton- 
nes for all of 1984. Chinese customs de- 
partment figures imply that, in US dol- 
lar terms, average crude prices declined 
by about 6% from effective 1984 levels 
to approximately US$23.70 a barrel — 
well below the average world prices for 
the period, though the figure is only ap- 
proximate due to the continuing devalu- 
ation of the renminbi in 1984 and 1985. 

Japan is China's most important cus- 
tomer for crude with purchases of 8 mil- 
lion tonnes a year set under a long-term 
agreement which expires in 1990. The 
negotiated price for crude oil sales to 
Japan fell from US$27.35 for January- 
March to US$25.95 for the last quarter, 
remaining well under the posted Opec 
price for the comparable Indonesian 
Minas crude. 

Signing of contracts for 1986 pur- 
chases were postponed in November 
because of disagreements over the vol- 
ume as China pressed for an increase in 
total purchases to 10.5-11 million ton- 





Chinese workers: exports boosted. 


Saudi Arabia and I. We 


largest suppliers, to negotiate. more 
favourable prices. CPC said petroleum 
officials from the two countries had ag- 
reed in principle to lower contract prices 
by US$2-3 a barrel, but that until new 
prices had been agreed upon, the cgm- 
pany would increase its purchases on 
the spot market. | 
The increased spot-market pur- 
chases were expected to come primarily 
at Saudi Arabia's expense, as the most 
recent three-year contract with that 
country, which called for purchases o 
about 120,000 barrels per day (bpd) 
38% of Taiwan's total crude imports of 
320,000 bpd expired at the end of 
1985. CPC's chairman, Y. S. Maggid 
his company would reduce its purcha¥es 
of Saudi oil until a new contract was 
worked out. The supply contract with 
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nes as a means of reducing the trade de- 
ficit between the two countries, which 
grew to US$6 billion in 1985. In early 
January, the two sides agreed that vol- 
ume would be increased to 8.8 million 
tonnes in 1986, with prices to be 
negotiated. 

Student demonstrations in China last 
year highlighted the growing political 
sensitivity of the Sino-Japanese econo- 
mic relationship. The huge bilateral 
trade deficit cannot be continued for a 
third year, Chinese leader Deng Xiao- 
ping warned Yoshio Sakurauchi, chair- 
man of the Japan Association for the 
Promotion of International Trade in 
December. This leverage enabled 
China to wrest the agreement for higher 
volumes and it may make it possible to 
maintain prices on crude sales to Japan 
well above prevailing international 
levels. No such protection is available 
for the rest of China's crude exports, 
however, and total earnings are likely to 
decline despite the rapidly increasing 
volume of sales. Oo 
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however. Rely- 






pply, but also serves 
ses. Saudi Arabia is 
3 nations still recognising 

the Taipei regime as the government of 
China — and arguably the most impor- 
tant one. Remaining a loyal customer is 
consid 

= Taipei to be one way of retaining the 
. diplomatic loyalty of the Saudis, who 
ve been courted by Peking in recent 
* years. Although other major suppliers 
. do not have formal diplomatic ties with 
Taiwan, Taipei would still like to retain 
rong commercial ties as a means of en- 
uraging favourable attitudes towards 


diplomatic p 
one of only 
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By Jose Galang in Manila 
E T Philippines’ oil-import bill has 
fallen sharply- in recent years along 
with world oil prices — a welcome relief 
to a country which.has been unable to 
meet its foreign debt obligations — and 
the latest price reductions will magnify 
that saving. The total import cost of oil 
to the country in 1985 was down to some 
US$900-950 million from US$1.47 bil- 
lion in 1984 and US$2.54 billion in 1981. 
In part the big drop was due to declining 
prices. But more important were 
domestic energy-development and con- 
servation- programmes which reduced 
the share of imported oil to total energy 
. requirements to just 50% in 1985, from 
» more than 90% during the first oil crisis 
.. But though the oil cost less in US- 
dollar terms, the steady erosion in the 
peso's value has offset the impact on the 
domestic economy. The average cost of 
imported oil fell by 21% from US$33.86 
a barrel in 1981 to US$26.74 in 1985. A 
further drop in the average price to 
about US$23 a barrel this year is antici- 
páted by the Philippine oil industry. But 
during 1981-85, the local-currency cost 
of imported oil shot up by 90%, from 
P267.48 (now US$14) a barrel to 
P508.06. Economists project that in 
1986 the peso will lose another 10% or 
so of its 1985 value — which would be a 
bit less than the anticipated decline in 
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ted by political authorities in | 


h ich of the expected price reduc- | 
tins would be passed on to CPC's cus- 
omers. Petrol prices have remained un- 
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“disincentive for entrep 


barrel for crude. — > 
Declining oil prices since 1981 have 


| been a major cause of Taiwan’s increas- 





ingly strong balance of payments. The - 


country’s current-account surplus has 
grown from US$519 million in 1981 to 
US$6.9 billion in 1984. Through the first 
three quarters of 1985, the surplus was 
US$6.8 billion, and the total for the full 
year was expected to surpass US$8 billion. 

This picture reflects in part the drop 


in expenditures on crude-oil imports. In 


1985, Taiwan spent US$3.3 billion for 


crude imports, down from a high of 
| US$4.4 billion in 1981. CPC said con- 


sumers would benefit from the price 


drops, but by how much was not yet cer- 


tain. Still, the prospect of lower energy 
costs for local manufacturers contri- 
buted to the growing but guarded op- 
timism that 1986 would see a moderate 


improvement from the disappointing 


performance of 1985, when economic 
growth was only 4.7%. o 





tions in transport and power rates. 

However, electricity rates were trim- 
med by an average of only 4% a kWh. 
Oil-fired power plants now contribute 
only 2.9% of total energy consumption. 

The reduction in local petroleum- 
product prices, will also lead to a lower 
tax yield from petroleum products. In 
1985, the government collected P15.1 
billion from crude-oil imports and 
petroleum-product sales. It is.estimated 
that the 25 January price cuts will lower 
the tax take from these sources by an 
average of P0.12 a litre, to bring the levy 
to around P2.4 out of the average price 
of 25.70 a litre of petroleum product. 

With total national consumption 
now running at around 140,000 barrels 
per day (bpd), taxes lost through the 
price cuts may amount to some P975 
million for the year. Government hopes 
of recovering the lost revenue will be 
pinned on a revival of trade (reduced 
trade volume last vear meant lower cus- 
toms collections) — given that Presi- 
dent Ferdinand Marcos announced in a 
recent campaign speech that no new 
taxes will be imposed in 1986. The gov- 
ernment has budgeted expenditures of 
P93 billion for 1986, premised on pro- 
jected revenues of P80.7 billion. 

The government has been under in- 
creasing pressure from business for a re- 
duction in the tax share of energy prices, 
which in 1985 was about 40%. From 
1981-85, while national consumption 
fell from 206,000 bpd to 151,000 bpd, 
total taxes on oil products rose from 
P7.8 billion to P15.1 billion. Business- 
men and some members of the cabinet 


agree that the tax burden has become a | 
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| US$4.84 billion in export revenue: 


| imports sizable amounts of ch 
| to provide the range of heavier p 
 leum products that its economy 


| And if the government allows som 
| the benefit of the drop to reac 
age transport user, it could perk up 







By James Clad 

rime Minister Datuk $ 

Mohamad warned Malay 
January that government reve 
ing 1986 might decline for the fir 
in many years. As if to confirm his 
dictions, oil spot prices droppes 
ruptly in London only hours aft 
finished speaking. Some.grades ha 
since fallen to below US$20 a barrel 
with immediate implications for M 
sia, where as much as a quarter c 
ernment revenues in recent year 
come, directly and indirectly, from 
petroleum industry. Petroleum exp 
constituted the highest single comm 
ity earner in 1985, ahead of palm 
timber... | | A 

Finance Minister Daim. Zainut 
had announced in his budget las 
tober that daily oil production — 
had reached an average of 430,000 b 
rels per day (bpd) during 1985 —3 
be pushed still higher to an averag 
510,000 bpd in 1986. Daim said th 
boost would offset falls in revenue T 
other sources. Treasury planners pel 
ged this higher extraction rate — a 287 
boost Over the previous year — to 4 
sumptions that benchmark ou pw 
would hold at US$26 a barrel, a rate 
price formula that would have vielde 














































ing 1986. | 

But this level of return now si 
fantasy. Even if oif stabilises 
barrel (a far from risk-free assum 
Mlaysia could see US$1.11 
chopped off the officially foreca 
ings. At the US$20 a barrel pr 
national oil corporation, Petro 
have to crank up production to 6 
bpd to compensate for this "lo: 
23% higher rate than originally) 
and a 35% increase over the 
traction figures. 

A drop in oil prices has other 
rect effects for Malaysia — 
which are positive. A pe 
prices could. mean. chea 
hanced economic 
vanced industrial countries 
developments that could boos 
at a time when the country i: 
promoting its attractions as a tow 
stination. In addition to export 
generally top-quality crude, M 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre... like the Teikoku 
poisoner who massacred a bank’s staff for a haul of 
US$800. 


It was a world of the touching ... like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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By Robert Delfs in Hongkong 











$13.7 billion in 1985, accord- 
fficial figures reported by the 

P n 23 January and at- 
»uted to the General Administration 
C s (GAC). This is nearly twice 












lis in deficit: the question is, by how much? 


ed a massive trade deficit | 
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and Mofert gave similar figures for total 
1985 exports (US$26.5 and US$25.8 bil- 


lion, M PL but GAC's import 
total of 1 

than the Mofert estimate (US$33.4 bil- 
lion). Most of the discrepancy can be 
explained by Mofert's practice of disre- 


S$40.2 billion is 20% more 


f | garding materials imported for export 

















ghtening of access to foreign ex- 
change, as well as curbs on imports of 
vehiclese electrical appliances and other 
n sential goods announced early 
last year (REVIEW, 27 June '85) were 


tured goods (87.4% of all imports by 
value) were 2.3 times the level in the 
corresponding 1984 period in renminbi 
terms, while heavy-industrial products 
(62.2% of all imports) were 173% 
higher. 

Imports of motor vehicles (Rmb 5.5 
billion, equal to some US$1.7 billion) 
and colour TV sets (Rmb 1.9 billion) 
continued to rise in the nine months to 
September 1985. Sharp declines expect- 
ed in the second half as import controls 
took effect, did not take place. In fact, 
imports of vehicles and TV sets both 
reached new records in the third quar- 
ter. | 

Imports of industrial and other 
goods also continued to rise. Steel pro- 
duct shipments in the first three quar- 
ters totalled Rmb 12.7 billion, more 
than twice the steel-import bill in the 
same period of 1984, and rising to more 
than a quarter of all imports in local-cur- 
rency terms. | | 

Even if the Mofert figures were accu- 
rate, the 1985 deficit would still be 
China's largest yet. The previous widest 
gap was US$2 billion in 1980 (or 
US$1.84 billion, according to GAC). 
Economic-readjustment policies to 
curb the growth of plant and equipment 
imports took effect in 1981, bringing 
trade back into balance, and rapidly 
growing exports gave China a US$4.3 
billion surplus in 1982. Stagnating ex- 

ports cut the 1983 surplus to US$2 bil- 

lion, however, and explosive import 

growth in the second half of 1984 — par- 

ticularly vehicles, electric appliances 
| 


and industrial raw materials — began to - 


tip the balance once again. 

The GAC statistics (which are based 
on the physical movements of goods) 
are more consistent with China’s trad- 
ing partners’ data and are likely to be 


closer 












| processing and assembling, 
and donated goods. Another 25% 
portedly due to imports and expo 
Sino-foreign joint ventures, coopera- 
tives and wholly owned foreign enter- 
prises, Chinese officials have reportedly 
explained. 






singularly unsuccessful. Commodity, 
~ breakdowns for the first three quarters | 
of 1985 show that imports of manufac- 





ind i 1 (including | tourism, 
ue state of affairs. GAC į 
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When the import boom began in the 


second half of 1984, China’s foreign re- 
serves started to tumble, falling from an 
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all-time high of US$17.6 billion (exclud- 
ing gold) in July to US$15.1 billion by 
year-end. Reserves continued to drop 
to only US$11.6 billion (according to 
IMF figures) in June. 1985, but reco- 
vered in the third quarter and stood at 
US$13.4 billion at end-September. 
Even if part of the drawdown on re- 
serves in late 1984 represents payments 
for goods that were not actually deliver- 
ed until 1985, it is difficult tounderstand 
how China was able to stabilise foreign- 
exchange reserves at a time when the 
deficit on merchandise trade, according 
to GAC figures, was increasing by US$1 
billion a month. 

China consistently shows a strong 
balance on services or invisible trade 
| shipping, port 
charges and insurance, investment pro- 
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ats and t 
requited trans 
and remittance 
But even if earnin 
transfers had incre: 
the huge visible-trade 
leave a current-account de! 
US$11 billion. 7 
That current-account, 4 
theory, must be balanced by 
lent inflow of capital or c 
serves. But the most recent fore 
serves figure (for end-Septemt 
US$13.4 billion according to th 
US$12.6 billion according to € 
sources — shows an increase of 
US$2 billion from June and a d 
of only US$1.6 billion from year 
1984. | 
China's international 
payments statements were pum 
for the first time in September I 
They show that net flows of long- 
investment capital (with terms ofa 
ment longer than one year) have 6 
decline since 1982 and were negi 
1984, as modest increases in direct 
vestment were overshadow 
by outflows of portfolio inv 
ment (presumably consisting 
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cent bond issues in Japan (severa 
in 1984 totalling about USS100 mi 
West Germany (US$46.3 mi 
May 1985) and Hongkong (US 
lion in July 19885 (Review. 23M 
25 July '85) are insufficient to h 
significant effect on the overall b 
of payments. 
Short-term capital flows (loa 
terms of repayment of a year or} 
mainly short-term bank borrow 
were also negative in 1982-1984, but 
certainly show large inflows for T 
China's deposits with major inte: 
tional commercial banks fell by U 
billion to a level of 12 billior 
first six mon 
rose by US$ IS 
lion, the B. | ma 
ments in | € Ü 
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When only 
time will tell 


Hongkong finds the secret 
to a longer, healthier life 


By Frances Williams in Geneva 


T^ average newly born Hongkong 
resident can expect to live longer 
than his counterparts anywhere else in 
the world, according to the UN's World 
Health Organisation (WHO). The an- 
nual compendium of world health statis- 
tics by the Geneva-based body shows 
that Hongkong, with an average life ex- 
pectancy of 75.1 years for men and 81.4 
years for women, has edged Japan (74.5 
years for men, 80.3 years for women) 
out of the top position in the interna- 
tional league table. 

By comparison, the populations of 


_ the established industrial countries are a 


relatively unhealthy lot. The average 
Australian man can now expect to live 
72.2 years, an Australian woman 79 
years, with New Zealand lagging behind 
(70.8 years for men, 77 years for 
women). This is broadly on par with the 
US (70.9 years for men, 78.4 years for 
women) and most of Europe. 

On infant mortality, Japan has one 
of the best rates at seven deaths in 1,000 
live births, second only to Sweden — six 
deaths in 1,000 births. Australia is in the 
top rank with nine deaths in 1,000. But 
Singapore (10 deaths in 1,000) and 
Hongkong (11 deaths-in 1,000) compare 
favourably with, for example, New Zea- 
land, Britain and the US (all 11). © 

The WHO figures show that most of 
the poorer countries of the East Asian 
region are expected to make major 
strides in curbing infant mortality over 
the next 15 years or so. Both Thailand 
and the Philippines, for instance, are 
predicted to cut the death rate from 42 
to 24 in 1,000 births by the year 2000. In- 


- fant mortality is also expected to fall sig- 


nificantly in Malaysia and South Korea, 
from 25-26 to 17-18 in 1,000 births re- 
spectively, and in China from 33 to 22 in 
1,000 births. 

The problem for the newly indus- 
trialised countries is how to avoid the 
"diseases of civilisation" — lung and 
breast cancer, heart disease and so on — 
in their scramble for economic parity 
with the West. Japan seems to have the 
secret: its death rates for lung cancer, 
breast cancer and heart disease are 
among the lowest in the world. But 
Singapore and Hongkong, the two 
other Asian countries for which infor- 
mation is available, have proved less im- 
mune to the unhealthy penalties of 
development. Their mortality rates for 
lung cancer already outstrip West Ger- 
many and France. Oo 
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Flying before the storm 


Japan gives in to Reagan over Pan Am route switch 


By Bruce Roscoe in Tokyo 


Lg D ivided we stand, United we fall,” 
was how one Tokyo insider sum- 
med up the reaction of Japan’s aviation 
industry to the political settlement in 
the row over United Airline's (UA) 
plans to take over Pan American World 
Airways’ Japan routes — as part of a 
deal involving the purchase of the US 
carrier’s Pacific-route network. 

Divided, because Japan Air Lines 
(JAL) and other domestic carriers be- 
lieve their government has sold them 
out after direct political pressure on the 
issue from the White House. And fall- 
ing, under the weight of UA, because 
the world’s biggest carrier has not only 
taken over Pan Am’s routes, but used 
the occasion to boost total capacity on 
the northern Pacific route. 

When UA agreed to buy Pan Am's 
Pacific division last year for about 
US$750 million, it argued that it au- 
tomatically acquired all Pan Am’s land- 
ing rights in Japan (as well as those in 
Hongkong, Singapore and the Philip- 
pines). Pan Am’s Japanese rights amount 
to 33 weekly flights, or 10,776 seats. But 
under UA’s new flight schedule for Ja- 
pan, as notified to the Japan Civil Avia- 
tion Bureau, the airline has scheduled a 
total of 46 weekly flights, or 11,158 seats, 
an increase of about 3.5%. In addition, 
UA itself has been operating seven 
weekly flights between the two coun- 
tries and these will continue unchanged. 

It is this increase, argues Japan's 
Ministry of Transport (MoT), which en- 
titles Japan to a concession on landing 
rights for Japanese carriers in the US. 
Such a concession may be won in bilat- 
eral aviation talks scheduled in Feb- 
ruary. The MoT tried to stall its authori- 


sation of UA’s flight schedule also on 
grounds that the bilateral civil-aviation 
agreement contained no provision per- 
mitting the substitution of carriers on 
approved routes. 

But the stalling stalled. President 
Reagan intervened, raising the matter 
in brief talks in Washington with Fi- 
nance Minister Noboru Takeshita on 22 
January. Takeshita and three other 
cabinet ministers met on 24 January and 
took to heart Reagan's suggestion that 
the issue be settled in a “friendly man- 
ner." Takeshita said Reagan had men- 
tioned the UA TV ad, *Fly the friendly 
skies.” Uncomfortably for Japanese 
politicians, in earlier civil-aviation talks 
US negotiators had linked the air-rights 
squabble to Japan’s trade surplus. UA 
had intended to begin its flights on 28 
January, but they will now start around 
the end of February. 

All of which amounts to a huge pub- 
lic-relations and political coup for UA. 
The US carriers media message 
simplified the issue to one of acceptance 
by Japan of landing rights on former 
Pan Am routes. No mention appeared 
to be made of UA’s plans to start a new 
service between San Francisco and 
Osaka, and double Pan Am's Los 
Angeles-Tokyo flights to 14 a week. 
Now all this is approved, and Japanese 
officials say they have got nothing in re- 
turn. Further, UA appeared to ignore 
the MoT requirement of 90 days' prior 
notice for a new flight schedule, which 
struck some officials as overly arrogant. 

JAL scarcely concealed its displea- 
sure at the political settlement. JAL 
president Susumu Yamaji said he hoped 
that in the coming negotiations for a re- 
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vision of thé bilateral agreement, the Ja- 
panese GoXgrnment would “now try to 
obtain a tru balanced US-Japan air 
agreement." 

‘Legally, the MoT believed it was on 
solid\ground arguing that because the 
bilateral aviation agreement contained 
no provision for the transfer of landing 
rights from one carrier to another, such 
was negotiable. In response to US offi- 
cials’ contention that because there was 
no such provision there was also no im- 
pediment to the transfer, the MoT 
pointed to at least nine other US avia- 
tion agreements (with Britain, West 
Germany, Canada, Finland, Malaysia, 
the Philippines, Thailand, Singapore 
and Taiwan) which do contain the trans- 
er clause. 

MoT also argued, unsuccessfully, 
that UA’s entry could not represent the 
simple replacement of Pan Am, consid- 
ering a UA’s mammoth capacity 
(a¥out 3,000 flights a day) would enable 
it to turn on capacity in a way Pan Am 
never could because of its smallness. 
Further, UA's big domestic network 
would give it a competitive strength Pan 
Am could not muster. 

Even before the UA affair, MoT 
officials maintained the bilateral 
agreement unreasonably favoured 
the US whose carriers have more 
routes between Japan and the US 
than Japanese airlines, and 
more beyond-flight pri- 
vileges. UA'sexpansion of 
the Pan Am service is seen 
as worsening that imbal-: 
ance. 

Although JAL oppos- 
ed what it called the 
“unconditional entry of 
such a gigantic US car- 
rier,” it is not certain that 
had the US agreed to grant 
some concessions to Ja- 
pan, these necessarily 
would have benefited 
JAL. The Japanese Gov- 
ernment, now embarking 
on a policy of aviation de- 
regulation, could instead 
have allocated any new flights to Nip- 
pon Cargo Airlines, which already flys 
to the US, or All Nippon Airways, 
which wants to. 

. MoT officials, having lost the chance 
to apply leverage by stalling UA, are 
hoping the February talks will produce 
agreement on a better deal for Japanese 
carriers, though they now have virtually 
no bargaining chips. 


Takeshita: p. 


» Nayan Chanda writes from Washing- 
ton: In the face of unexpected political 
pressure from the US Government, the 
Japanese on 25 January caved in and 
said they would permit UA to replace 
Pan Am on allits routes to Japan. But as 
a sop to Tokyo, the US promised to 
review the bilateral aviation agreement 
within the next few months. 

The Japanese seem to have been sur- 
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prised by the direct intervention of Pre- 
sident Reagan in the issue, which had so 
long been discussed at a working level. 
Reagan raised the issue of UA's landing 
rights in Japan during a 15-minute ses- 
sion at the White House with Japan fi- 
nance minister. 

More importantly, the White House 
decided to publicise its interest by an- 
nouncing that Reagan had urged 
Takeshita “to take action on the matter 
as soon as possible." 

But the pressure was not limited just 
to Reagan. Secretary of State George 
Shultz and Treasury Secretary James 
Baker both pressed Takeshita to resolve 
the aviation dispute quickly. Although 
officially the US has opposed the Japan- 
ese effort to link UA's landing rights 
with other issues on the ground of prin- 
ciple, senior officials are believed to 
have pointed to the danger of Japanese 
adamance on this issue against the 
backdrop of a record US$39.51 billion 
US trade deficit with Japan in 1985. 
With the US Congress increasingly con- 
cerned about Japanese protectionism, 
Tokyo's effort to muscle in more flights 
for its airlines as the price of UA's 
admission to Japan was likely to further 
provoke the American legislators. 

To underline the seriousness of US 
opposition to the Japanese move, offi- 
cial sources even hinted that if Japan 
persisted ih. denying UA 
landing rights, the US 
would consider retaliation 
by suspending US landing 
rights for Japanese air- 
lines. 

US officials maintain 
that under the terms of the 
original agreement, Pan 
Am was not restricted in 
any way, and there was no 
ceiling on the number of 
flghts it could operate. “In 
our view," an official said, 
"United Airlines would 
succeed to all the rights of 
Pan Am." He said that by 
linking the issue of UA's 
landing rights with other 
questions, the Japanese Government 
was getting involved in matters beyond 
its jurisdiction. Which US airline would 
fly to Japan was a matter for the US 
Government, in US officials view. 
Since UA had been chosen by the US to 
replace Pan Am, the Japanese Govern- 
ment was then, they felt, obligated to 
treat UA as inheritor of all Pan Am's 
rights. 

Moreover, US officials argued that in 
view of the disproportionate size of the 
two markets, the existing bilateral agree- 
ment was fair to Japan. Nevertheless, 
before the Japanese agreed to UA begin- 
ning operations in Japan, US officials 
hinted that if Japan agreed to the num- 
ber of flights requested by UA, then 
other issues of concern to Japan could 
be addressed during the upcoming re- 
view of the US-Japan aviation pact. D 
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POLICIES 


Straight from 
the heart 


Rapidly changing fortunes 
shift attitudes in Singapore 


By Michael Malik in Singapore 

he current recession, a series Of 

business failures and the highest 
level of unemployment for 15 years, 
have not only sent the Singapore Gov- 
ernment into a search for quick solu- 
tions: they seem to have brought about 
a change in official attitudes towards 
complaints not only from the business 
community but the general public. 

One day before Lee Hsien Loong, 
minister of state for trade and industry 
and chairman of the committee set up to 
review policy options for the economy, 
presented an interim report on the 
economy's woes on 27 January, the gov- 
ernment announced that it was to form 
yet another new body. This one is aimed 
at reducing the mass of regulations 
which inhibit business enterprise and 
control practically every aspect of life in 
Singapore. 

Called the Business Enterprise Com- 
mittee, it will be manned chiefly by civil 
servants but will be seeking suggestions 
from all sectors of the community on 
ways of reducing unnecessary rules and 
regulations as well as fostering an “in- 
novative, creative and enterprising so- 
ciety.” In tune with the present mood of 
public confession of fallibility, a state- 
meat by the government admitted that 
some of its long-standing rules and regu- 
lations which “cover all aspects of our 
lives” — without identifying them — 
may no longer be relevant. Retaining 
them irritated the public and pro- 
voked resentment, the statement add- 
ed. 

The government assured business- 
men that it was keen to ensure that such 
“institutional rigidities” were removed 
so that the economy could respond flex- 
ibly to present conditions and ride out 
the recession. In a final gesture, it pro- 
vided an address — care of the Manage- 
ment Services Department of the Minis- 
try of Finance — to which companies 
and individuals could send their sugges- 
tions on rules which needed to be 
brought up to date. 

At his press briefing, Lee was in simi- 
lar confessional mood, though a little of 
the old Singaporean bravura crept in oc- 
casionally and he was able to blame 
some problems on factors outside the 
government's control — such as the 
slowdown in oil-processing work from 
Indonesia. But he admitted that it had 
been a major mistake in the 1980s to in- 
vest so heavily in the construction indus- 
try, which yielded poor returns and re- 
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. commercial and industrial property. 
| There had been a huge misallocation 
| of resources, Lee said, and the govern- 
ment had allowed itself to be influenced 
by pressure from private developers 
rather than put up with their “howls of 
| protest. We were all wrong. It gave us 
| little joy but that was how it happened. 
| We thought demand would grow, that 
| hotel rooms would be filled." The re- 
| sulting construction slump, the minister 
| said, played its art in weakening cur- 
| rent domestic demand. Another con- 
| tributing factor to low demand was the 
| continued high level of national savings 
| — one of Singapore’s holy cows — not 
. going into productive investment. 
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€ ingapore officially expects to see no 


| product in 1986, Prime Minister Lee 
| Kuan Yew announced on 31 December. 
. He also confirmed that during 1985, the 
| economy had shrunk by 1.796, Singa- 
t. pore's worst performance in two de- 
| cades. Government officials are taking 


i 


| contain wage costs and stimulate new 
| business development, apparently hop- 


| by late 1987. 
| The brunt of 1985’s economic slow- 
| down was borne by the construction sec- 
_tor, which shrank by’13.1%, and man- 
| ufacturing, which shrank 7.5%. Finan- 
| cial services, which now represents one- 
- fifth of GDP, showed 3.4% real growth 
. — the best-performing sector of the 
economy, but well down from the 
| 13.2% average annual growth achieved 
_ during 1980-84. 
| | A special economic committee, 
| headed by junior Trade and Industry 
. Minister Lee Hsien Loong, is due to re- 
| port this month on its views on how the 
| economy should be guided out of reces- 
| sion. While the committee's eight sub- 
| committees are still in the process of 
^ publishing their own findings, a number 
| of commonly agreed problems are al- 
| ready being identified, and are being 
| addressed by government. 
_ Ministers say the government plans 
to cut employers’ contributions to 
| Singapore's S$26 billion (US$12.2 bil- 
lion) Central Provident Fund (CPF), a 
compulsory employee savings scheme 
_ currently funded by a 25% levy on 
- wages and an obligatory matching con- 
tribution from employers. Bankers 
| have also been lobbying for a CPF rate 
| cut because they say the combination of 
- forced CPF and tax-exempt Post Office 
| Savings Bank (POSB) schemes in 
| Singapore inhibit private capital forma- 
ee 


tvs 





ECC eye ney ion) aaa = TS a DE ei 
‘sulted in an over-supply of residential, 





| 90,000 jobs last year — 46, 
in construction and 35,000 in manufac- 


| we real growth in its gross domestic - 


| atwo-year view of measures needed to || 


| ing for evidence of significant recovery | 
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000 of them 
turing. Two-thirds of these jobs were 
held by foreign workers, who have been 
repatriated, but even so, it means that 
30,000 Singaporeans became jobless in 
1985 and the unemployment rate is 
heading towards 5-6% — the worst for 
15 years. 

Singaporeans must wait for the next 
part of the review to find out what Lee's 
high-powered committee intends to do 
about all these problems. More may be 
revealed by the minister at a conference 
on Singapore's future at the Common- 
wealth Institute in London on 30-31 
January, but one thing he did make 


Growth is put on hold 





REVIEW CHART by Frank Tam 


tion. The CPF and POSB between them 
hold deposits equal to the entire local 
banking sector and are major reasons 
why Singapore has the highest gross sav- 
ings rate of any major world economy. 
Savings during 1984 represented 41% of 
GDP, which compared with, for in- 
stance, 31% in Japan. 

The government is also considering 
cutting corporate profits tax from its 
current standard rate of 4096. Some 
businessmen say it should be halved in 
order to demolish Singapore's “high- 
tax” image overseas and in order to en- 
courage a shift among talented people 
away from salaried jobs and towards 
more entrepreneurial enterprise. 

Singapore may also seek to increase 
external demand for local goods and 
services by encouraging a gentle depre- 
ciation of the Singapore dollar. Al- 
though the Singapore currency nomi- 
nally floats, its exchange rate is man- 
aged by the government as an instru- 
ment of monetary policy. Under former 
chairman Goh Keng Swee, the Monet- 
ary Authority of Singapore (MAS), the 


BOO ee EI ee 


~ iad * Soe ai Rag A b 
ngapore lost | 






LT 












3 AN T Ex M ree Y IK: HELENA 1 b jer E : 9 E. 
clear — Singapore does nof intend to 
bow to pressure and devaluf its dollar. 
Not wishing to make impgfts more ex- 


pensive and feed inflatifn, he said, the 
dollar would be allowefl to continue to 
find its own level on the market angwill 
not be *manipulated."' 

Lee also allowed himself one regres- 
sion to traditional official thinking when 
explaining that while the government 
would not venture into areas were the 
private sector was doing well, it would 
do so when it had special knowledge of 
an industry and knew something the 
market did not know. “And the govern- 
ment consistently'knows something the 
market does not know," he conclud- 
ed. 
















































republic's quasi-central bank, pursued a 
de facto strong-dollar policy, though de- 
tails of its exchange-rate targeting and 
market interventions were not dis- 
closed. Bankers say the new MAS chair- 
man, Finance Minister and former busi- 
nessman Richard Hu, may be preparing 
the way for a weaker currency, though 
they still expect the MAS to inter- 
vene forcibly against any exchange-rate 
flurries which it attributes to spe- 
culators. 

Past arguments against a weaker 
Singapore dollar centred on the in- 
creased cost of imported plant and raw 
materials, particularly for the manufac- 
turing sector. But a depreciation would 
translate fairly directly into a more in- 
ternationally attractive service sector. 
Singapore would become a still cheaper 
international ^ tourist ^ destination, 
though its hoteliers, amid a burgeoning 
over-capacity of first-class hotel rooms, 
have already cut rates to the bone. 

International-class de-luxe hotels 
are already offering rooms at S$70-90 a 
night, while industry analysts project 
many occupancy rates falling below 
50% this year. The largely redeveloped 
Singapore can now offer little in the way 
of conventional attractions to regional 
holiday-makers, but cheapness and con- 
venience are likely to increase the vol- 
ume of its important conference and 
convention visitors. 

Analysts say the government's zero- 
growth forecast for the current year is at 
the high end of their expectations, and 
that another year of shrinkage is quite 
possible. The 1985 economic slowdown 
increased throughout the year to reach a 
year-on-year rate of 5.5% in the final 
quarter: an economic standstill in 1986 
would require not just reversing that 
momentum in the first half of the year, 
but showing some real growth in the sec- 
ond. The likelihood of this being 
achieved should be clearer by March, 
when the 1986-87 budget is due for pre- 
sentation. — Robert Cottrell 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 


Yearbook does more than cover these events — it com- 


piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


LÀ 

Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year s news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


We give you Asia, 
minus the mystery, 


BUS minusthe myth: | 
CE " Asia 1986 Yearbook - 











country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


poten 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEasternEconomie 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 

Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 

No. of copies O by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/S$58.50/M$67 each 

No. of copies (] by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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We build 
industrial plants 
the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 

for clients all over the world. Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are typically Swiss in our working 
methods: conscious, precise, reliable 
and independent. 


By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 
for quality, safety, guarantees and deliv- 
ery deadlines. 
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That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
land, and has developed technologies 
to meet the demanding requirements 
of today's international market. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractor 


EMS-INVENTA AG, CH-7013 Domat/Em: 


Telephone 081/36 0111, Telex 74 378 invt. 





I: Ou are one 
of the world's few who have 


you should consider our private ! 
banking service. Exceptional in 
many ways, it combines the global 
experience, resources and security’ 
of American Express Bank with 
personal financial service that is 
second to none. 

As a valued client, you benefit 
from a broad spectrum of banking ser- 
vices, tailored to your specific needs. 
These include accounts in major 
currencies, asset management, long- 
and short-term investments, trust and 
custody services. All are provided with 
American Express Bank's traditional 
commitment to excellence. 

Your personal Account Officer 
will make certain that your affairs are 
handled swiftly, accurately and with 


World headquarters of American Express 

Bank Lid. will soon move to its new home in 
the 5I -SATY American Expr est Tr GLET, BOW 
nearing completion in New York City. 





reached the top (or soon will), fm ai 
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the utmost discretion. He can pro- 
pose a variety of ways to profit from 
growth situations throughout the 
world, always with due concern for 
the protection of your assets. 

Our private banking clients 
enjoy still another key advantage: 
access to the worldwide investment 

opportunities available through the 
American Express family 
of companies, offering 
you many additional 
ways to protect and 
increase your assets. 
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For over 65 years, American 
Express Bank has meant exceptional 
service in meeting the financial needs 
of clients around the world. 

Today, these services also include | 
American Express Bank Gold C ard 
privileges, and our exclusive, round- 
the-clock Premier Services,” for the 
personal and business slave | needs of 
certain clients. 

American Express Bank : the finest 
in personal financial service, by one of 
the world's largest banking networks. 
For complete information on how 
American Express Bank can help you 
reach your personal goals, visit or 
telephone us today. 


American Express Bank 


American Express Bank Led, 
An American Express company 














e | F you have en wondering edis 
th f of 1986 is a good time for 
r selling Hongkong shares, 
s à word of advice from Stanley 
pi hn 1 Swire, Sally i Aw: and Rover 








| Each of ors various entries — 
Tourism and Amusement 
sathay Pacific Airways, Sing 
: ers, Shangri-La Hotels 
< and others, su 5 Regent Interna- 

tional Hotels, still testing the water 

~- are now busy hiring merchant bank- 
a to write prospectuses showing why 
e public should buy minority posi- 
ons while the proprietors. sell. 
history of new issues in Hongkong is 
hardly encouraging. Try and think of a 
single float since 1981 which has fulfilled 












its apparent promise, and in some cases” 


even its profit forecast. Will this lot be 
any different? 

The merits of the individual com: 
panies vary, but they do between them 


represent a consensus on the stockmar- . 


The. 


/ direction 


ital while the going is good, and to for- 
tify against the growing political risks of 
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the mathematics of the casino gambling 
tables, the percentages on the fruit 
machines and the high-stakes blackjack 


in the private rooms? What prospects | 


will be outlined for the administrative 
future of Macau? What will be the os- 
tensible basis for seeking new money, 
given that the Societade de Turismo e 
Diversoes de Macau (STDM), the Ho- 
led private "syndicate" which will pre- 
sumably be MTA's p “probably 
makes bigger cash profits than any other 
local business except — perhaps includ- 
ing — the Hongkong and Shanghai 
Banking Corp.? 

Investors may sensibly assume that 
the main reason for taking MTA public 
is for the syndicate to cash up some cap- 


ket in general. They a implicitly that (Pf 
the market looked, at least when the | gg 


paperwork for the flotations got under- 
way at the end of 1985, so high and so 
strong that only a fool would hold off 
and wait for it to get much higher; and 


that only a bigger fool would sit out this ` 


market cycle altogether in the hope of a 
stronger bull run between now and 
1997. 


However gingerly it may be skated | 


over in the prospectuses, 1997 and its 
ramifications are the real story underly- 

ig the MTA and Cathay issues. Sing 

ao is sheer opportunism. The Kuoks’ 
Shangri-La issue is coloured less ob- 
viously by politics than by the percep- 
tion apparently shared with Furama, 
Bill Wyllie, Regent International and 
Associated Hotels, that 1985-86 may be 
pretty close to the peak of the hotel in- 
dustry's cyclical profitability in Hong- 
kong. By all means take a more optimis- 
tic view than Kuok about future levels 
of tourism and hotel-room rates in 
Hongkong, and buy Shangri-La if the 
issue looks cheap on that basis. But who 


is so brave as to-take a bundle of MTA | 


on the basis that Ho and his syndicate 
may have underestimated the prospects 
for gambling in Macau? ' 

e WHATEVER the eventual response 
to the Macau offer, the prospectus itself 
is the most eagerly awaited flotation 


| 
| 


document since Jardine Matheson went | 


public. What, 


of this extraordinary- 


rambling empire, will be bundled up for . 


public sale? is abd much will bankers and 











the next few years by constructing a bul- 
wark of small investors. 

The general risk to the syndicate is 
that the run-up to 1997 will be marked 
by a more sluggish business climate in 
Hongkong, leaving blue-collar workers 
less cash in hand to drop on forays 
across the Pearl River. The specific risk 
is that as Macau sloughs off its own Por- 
tuguese administration in favour of 
China, gambling may be banned or 
nationalised: or less damagingly, its tax 
rate might be upped, or state casinos 
licensed in competition. If the STDM 
casinos were still syndicate-owned, then 
other businessmen might consider their 
situation a private matter between the 
syndicate and the government of the 
day. But prejudicial moves against a 
public company would become far more 
difficult: changes would have to be 


openly negotiated and plausibly jus- 


tified by any administration which val- 


ued the health of the stockmarket and 
the goodwill of financiers. | 
.* THE general public is also being in- 


vited to Bete on beste Cathay partly for 








political reasons — tho 
high recent earnings for 
eral prov ide. a | good suppor d 












Jacks have | di : 
advertising. ‘but: the airline sf 
being disadvantaged in official € 
eyes by the strong British flavour « 
parentage. Swire P: acific, which of 
70% of Cathay. is 46% -controlled in 
voting terms by the Swire family's pri 
vate London interests. | 
If political favours do count for anye 
thing among Hongkong airlines in the. 
years to come, Sur Yue-kong Paos 
Dragonair looks rather better p JAacedió | 
be on the receiving end of any originate | 
ing from Peking. But with a strong and 
visible local public shareholding. : 
Cathay would have prepared its de fence | 
against arguments that good business | 
for Cathay is good business for | London 
rather than Hongkong. d 

Unlike MTA, Cathay at least does 
not have to worry about investors Paine 
unfamiliar with the char rac teristics Of 
its industry. Following at erings rome 
Singapore and Malaysis a da int vear. and 
with Britain in line for this year, the” 
stockmarkets have been nose-to- tail: 
with flag-carriers, Ci 


































































t id mergi hast | 
bankers will be follow: Ü dowi iy 
the next few wee KS the m: arket ratin 
tt 
on a ANE Tun gs multi pie. or 
11. Both are quality carriers, but 
Cathav's higher political risk should 
give investors reason to expect a slight 
discount against SIA. The Cathe Ay Sb AC 
relative rating could be a problem if 
Singapore's stockmarket collapses for 
internal reasons, and takes SLA's price 
down with it. : 
€ AWS rehsting i 


X Sing lao Ng 


papers, which she took private on 
last June in order to shift COME! 


Australia, is so bare-facedly cynical t 
it excites admiration for her ù 
chutzpah, and wonderment at the 
ters who volunteer to make up 
Tao's minority this time round. 
bought out the old sing T ao mi 
very cheaply in July, and is DTÉSWE 
planning to sell dearly now. Last 
bid document and this vear's pro 
should make an entertaining corny 
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tive study. | 
The Sing Tao offer f ben i oso) HY 
the "sell hotels’ iti 


to its. newspapers. the 
veloping a new hote 
with Impala Pacifi c.t 
trolled company. h core ht Sing 
Tao's Hongkong listing when Aw made 
her brief exit, The property investmc 
dilutes Sing Tao's rarity value 
juoted news x share, and the who 
thing reeks ¢ portunism. 
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ECONOMIES 


Boom and bust leave 
Sabah's vault empty 


By James Clad in Kota Kinabalu 

E m y Hard times have 
overtaken Malay- 
sia's bountiful Bor- 
neo states. In both 
Sabah and neigh- 
bouring Sarawak — 
where 15% of Ma- 
LÁ ——J laysians are scat- 
tered across 60% of the country's land 
area — recession has exposed serious 
imbalances caused by 10 years of free- 
spending growth. Sabah especially lived 
high on the windfall income of its 
timber-based commodity boom — but, 
as with all revels, the morning after is 
bringing plenty of headaches. 

At one point during the 1970s Sabah 
was Southeast Asia's fastest growing 
economy — in the 12 years to 1983 its 
economy expanded at an average rate of 
8% a year. Now sliding prices for 
timber, bleak petroleum-market fore- 
casts, falling tourist arrivals and glutted 
urban property markets are only the 
most obvious signs of a business 
downturn unprecedented in scale and 
severity during Sabah's 25-year history 
in the Malaysian Federation. 

Bankers point to a much slower pace 
of approved lending in the past nine 
months, with timber loans in particular 
falling off. Signs of over-ambition 
crowd the wide .avenues of Kota 
Kinabalu's new quarter where near- 
empty new office blocks and pertly 
finished complexes stand as reminders 
of a decade's profligacy. Valuers told 
the REVIEW that recently completed or 
currently constructing building space in 
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the Kota Kinabalu urban region (estimat- 
ed population 330,000) alone had reach- 
ed over 1 million ft? by the end of 1985. 

Declining export prices have dealt a 
harsh blow to Sabah's open but nar- 
rowly based economy, more so than in 
the far more diversified Peninsular Ma- 
laysia. By the early 1980s, external 
trade (defined to include sales to and 
from Peninsular Malaysia) equalled a 
Staggering 246% of state gross domestic 
product. During 1985, state govern- 
ment revenue, which is highly depen- 
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Pairin; Harris: political uncertainty. 





dent on now-stagnant timber sales, was 
a third less than estimates 12 months 
ago. 

In addition, the state is burdene 
with a level of debt far higher then pre- 
viously suspected. A study prepared 
the nine-month-old Parti Bersatu Sa 
(PSB) government led by Chief Mifis- 
ter Datuk Joseph Pairin Kitifgan 
suggests the previous Berjaya parfy ad- 
ministration engaged in financi 
travagance on a grand scale. Cau 
the revenue squeeze caused b 
slump in export income, the sta’ 
Treasury must wrestle with variou. 
other “fiscal black holes” (in one state 
minister’s words) left behind from Ber- 
jaya’s nine-year tenure. 

The debt stems from Berja 
minister Datuk Harris Sal 
long drive to expand § S economic 
base — an objectiv® long held by the 
state's economic planners. Yet, with 
hindsight, the Berjaya party's 
push into natural gas, methanol, 
hot briquetted iron, pulp an 
paper, hotel, tourist amenity 
and office building projects now 
seems a reckless gamble to 
some; to many Sabahans the 
magnitude of the projects had 
been worrying, even at the 
height of the boom. 

Huge state Treasury loans to 
local agencies remain non-per- 
forming; some defaults date 
back to 1975. Guarantees to pay 
for ostentatious high-rise build- 
ings or for golf courses litter the 
books. Many big, state-capitalis- 
ed projects inspired by Berjaya 
— in natural gas utilisation or in 
pulp and paper — cannot gener- 
ate enough cash-flow to service 
offshore loans raised to finance 
them. 

Servicing the. mainly for- 
eign borrowing used to finance 
these two projects — which to- 





















64 






Elected to power but 
left out in the cold 


|. — ø| Impending federal elections plus a legal 
E ZZ challenge to its very right to rule hang 
= over the PBS. In April 1985, PBS de- 
feated former chief minister Harris’s 
Berjaya party, winning a majority of the 
ASA state assembly's 48 seats with support 
Creu anie D from just 37% of the electors. 
“gm |  Notjustan upset in its own right, the 
poll also handed the first-ever defeat to Malaysia’s ruling 
National Front coalition — to which Berjaya belongs. The 





: mere existence of a PBS government is an affront to the co- 


alition, as is deeply rooted PBS support among Sabah's 
mainly Kadazan (and mainly non-Muslim) indigenous peo- 
ples — constitutionally bumiputras (sons of the soil) along 
with the Malays. 

Despite repeatedly knocking on the door, PBS has been 


kept out of the front while Berjaya's shattered ranks stay in. 
In addition, a protracted court case by the leader of the 
United Sabah National Organisation (Usno) has also added 
to the political uncertainty (REVIEW, 2 Jan.): the suit press- 
ed by Tun Mustapha Harun, himself a former chief minister, 
challenges the constitutional legality of the appointment of 
Pairin as chief minister in April 1985, | 
For Mahathir, the election result would have been awk- 
ward enough, but he had also staked a lot of personal pre- 
stige on Harris. Berjaya's wholesale slaughter at the polls 
embarrassed Mahathir (who pledged during the election to 
"sink or swim" with Harris) — even though fortuitously he 
was away at the time on an overseas trade-promotion trip. 
Despite having endorsed Deputy Prime Minister Datuk 
Musa Hitam's election-night decision to accept the PBS vic- 
tory, Mahathir, when he returned, did not make friendly 
overtures to the new government. That has remained his ap- 
proach — one which enjoys considerable support inside his 
own party, the United Malays National Organisation 
(Umno). At the last Umno assembly, there was some feeling 
against the kerajaan masehi (Christian government — an al- 
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gether cost M$2.3 billion (US$940 mil- 
lion) — took M$193 million during 1985. 
The projects’ principal shareholder will 
^ewaiting years for a dividend if present 
arket conditions persist. The largest 
equity holder, not surprisingly, is 
S eae Treasury. . 
itical uncertainty also clouds the 
pictyre. Cold-shouidered „by Kuala 
ur's federal government, the inex- 
ced PBS administration may well 
ve legal challenges to its legitimacy 
elebrate the first anniversary of its 
set win last April. But it seems unable 
to moderate, let alone reverse, the dras- 
tic slowdown in new business invest- 
ment. “Nothing is moving, nothing is 
ening,” said a business executive. 















including Peninsular Ma- 
laysians) a healthy dose of 
scepticism when assessing local gloom 
about Sabah’s current situation. The 
local business community, accustomed 
b: breath-taking growth and to dizzying 
rates of return, finds it easy in the pre- 
sent slump to make apocalyptic com- 
ments. For the 18% of Sabah's 1.2 mil- 
lion people collecting jungle produce or 
rice-farming away from the coast, the 
problems may seem remote. But the 
multiplier effects of the timber slump 
have certainly hurt most others: a 
spectrum of people ranging from casual 
labourers to political cronies of the 
former administration. 

The word certainly carries the right 
connotation for the new government. It 
faces a serious economic and. political 
situation, with almost no freedom of fis- 
cal manoeuvre and virtually no largesse 
for patronage purposes. In December 
Sabah Finance Minister Bernard Dom- 
pak found that in addition to the state's 
domestic and foreign debt there was: 

» State money committed as equity 

capital over the past three years to large 

industrial projects earning no return. 
Tr Non-performing, outstanding loans 





owed by various public agencies to the 

state. 

>» Impending liabilities arising from 

foreign loan repayment guarantees 

given by the Treasury to state agencies. 
He arrived at what one well-placed 

source called “bad debts, dead money 


and a public financial burden" of 


M$5.285 billion. 
What has gone wrong for this show- 
case state? Will a quick change in timber 
prices mean an equally quick change in 
sentiment? Certainly Sabah's growth 
during the past decade has been pheno- 
menal: “Measuring the size of . . . its 
GDP, Sabah's economy by 1983 was 
two-and-a-half times larger than it was 
in 1971," noted Prime Minister Datuk 
Seri Mahathir Mohamad's Economic 
Planning Unit (EPU) director, Datuk 
Radin Soenarno, at a Kuala Lumpur 
seminar in November 1985. 
In the longer term the state's impres- 
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Construction in Kota Kinabalu 
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: stark reminder. "^*^ 


è 
sive natural wealth no doubt will pro- 
vide a springboard for another, and 
perhaps more prudent, business expan- 
sion. But in the meantime, officials see 


| little relief. Debt constraints seem set to 
|. become a semi-permanent feature of 


state finances. In a mirror image of the 
situation facing the federal government 


| in Kuala Lumpur, Sabah's state debt 


has been climbing inexorably since the 
late 1970s: “Public debt between 1973 
and 1984 has been increasing at more 
than 13% per annum on average,” à 
state government paper observed in 
November. The biggest annual increase 


in. debt 42.5% came in 1983- 
84. 

The federal EPU director also re- 
vealed in November that while the 


quantum of share capital in Malay- 
sia had increased — six-and-a-half 
times between 1972 and 1982, the 
"corporatisation" of Sabah's economy 
is lagging: "Companies re- 
gistered in Sabah accounted 
for about 7.6% of total share 
capital in 1972 [but only] in- 
creased to 10% by 1982," 
Soenarno told the November 
seminar. 

[here is little hope of any 


the federal government in 
the present political circum- 
stances. Malaysia's own re- 
venue needs have prompted 
Kuala Lumpur to crank up 
oil production (of which Sabah 
contributes slightly over a third) 
during 1986. Yet even this will 
not mean extra cash in Sabah's 
coffers: when Kuala Lum- 
pur comandeered control of 
petroleum resources from the 
states in 1975, it left East Ma- 
laysia with just 5% of the oil's 
well-head value. In the decade 
since, the formula has not 
changed. o 


meaningful fiscal boost from 








lusion to PBS) running Sabah. Mahathir serves as Umno 
president as well as chairman of the National Front. 
— Assessments vary of Mahathir's role in the continuing as- 
saults on PBS’ legitimacy, but at least one embassy in Kuala 
oput has «erg concluded (in a November report) that 
thé prime minister has “actively connived in the de-stabilisa- 
- tion of the Sabah government." One of the principal de- 
perca has been another non-coalition, albeit Muslim 
party, Usno. . | Tt | 
. . Whatever disagreements may afflict relations between 
‘Kuala Lumpur and PBS’ various opponents, many Sabahans 
agree with the view offered by this embassy. Just the con- 
tinuance of overt non-cooperation at some political levels is 
enough to discourage businessmen from forging couscuiet 
commercial ties with the new administration. Mahathir’s 
comment that Mustapha's pending court case casts doubt on 
"whois actually the chief minister" give the prime minister, 
I ghtly or wrongly, a partisan image. i 
! business circles, confidence hac already begun to ebb 
Harris was thrown out. Pairin swept into power 


gainst Kuala Lumpur's wishes (and expectations), promis- 











Y 


i 
~ 
i 
KENT 


^ud TERRES MU UE 5t | 
__ FAR EASTERN ECONOMIC REVIEW e 6 FEBRUARY 1986 


plying data about the state's reserves positi 
nomic agencies almost immediately after the PBS victory. 
i is | — James Clad . 


ing an end to widespread corrupt enrichment of Berjaya 
functionaries and friends. In one celebrated case, federal 
opposition and Democratic Action Party leader Lim Kit 
Siang in 1984 accused Harris of owning large commercial- 
ly zoned areas on the island of Labuan. In July of that 
year, without legislative debate in Kota Kinabalu or in 


Kuala Lumpur, Labuan became a federal territory. Unlike —— 
Selangor's surrender of Kuala Lumpur to this status for M$3 


billion (US$1.23 billion), Sabah will receive no compensa- 
tion. 
Although Pairin also has promised a better deal for 


Sabah's rural people, economics and politics conspire to tie 


his hands. The election's aftermath and the timber indus- 
try’s nagging recession have revealed almost terrifyingly 
empty state coffers: a highly reliable source confirmed that 


the resource-rich state's reserves were “almost bone-dry" 


by the beginning of December. Given suspect political loyal- 
ties and the topic's sensitivity, the state Treasury ceased sup- 
ition to most eco- 
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| markets hit revenue 
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Until recently tim- 
ber was king in 
Sabah. Since the 
1960s, sales of wood 
and wood products 
have buoyed the 
Sabah economy and 
bel -| have boosted state 
revenues to a level unparalleled in the 
rest of Malaysia. By constitutional 
guarantee, Sabah and Sarawak retain 
control of their timber resource. Politics 
in both states revolves around timber 
royalties and logging concessions; 
under a 1968 law, Sabah’s chief minister 
controls licensing and royalty deci- 
sions. 

Sabah’s dependence on tropical hard- 
wood began during colonial times. From 
export receipts of just M$21.6 million 
(US$8.8 million) in 1955 (21% of ex- 
ports), timber had climbed to M$150 mil- 
lion by 1963 or 55% of exports and reach- 
ed 78% by the beginning of the 1980s. 

Current figures show forestry royal- 
ties of M$535 million, providing 53% of 
estimated 1985 state-government re- 
venue. But by comparison to returns 
five years ago, these are small pickings. 
In 1980, the forestry industry yielded 
M$1.1 billion to state coffers. And by 
the first quarter of 1985, it had become 
painfully obvious that the timber indus- 
try was experiencing more than just a 
normal or cyclical downturn. 

Although returns from most of Ma- 
laysia’s other commodities had moved 
sharply upwards in the first half of 1984, 
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prices for most wood species continued | + 


to slide, registering a sharp drop of 20- 
30% in 1984’s last quarter: The bench- 
:mark seraya grade had dropped to 
US$83 a m3 — and since then has stag- 
nated at, or even below, that level. At 
year's end, most operators had wound 
down operations to a degree that pre- 
vent them from capitalising on a sea- 
sonal price rise in November. 
Timber-industry sources in Sabah 
complain about the state’s “excessive” 
timber royalty — increased by 50% in 
1979. They say traders are shifting busi- 
ness to Sarawak (where royalties are 
reckoned overall to be about half those 
in Sabah); log exporters in Sabah pay a 
royalty varying from 45-5095 of the 
round-log’s fob value. But the problems 


afflicting the timber industry's once- 


monarchical position go beyond the 
royalty debate. “The long-term outlook 
is filled with problems,” an authorita- 
tive US Embassy report concluded last 
September. 

Although a recent position paper 
prepared for the World Bank described 


Sabah as still. having “some of the > 


largest remaining areas of commercial 
tropical forest in the world,” commer- 








cially exploitable tree stocks are rapidly 
shrinking. As in Indonesia, the Philip- 
pines or neighbouring Sarawak, Sabah 
has felled its tropical hardwoods at a 
breathless — even reckless — pace. 

A 1973 Sabah Forest Inventory 
showed 6.36 million ha (8496 of the land 
mass) as being “under forest." Eight 
years later the forested area was down 
by almost 30% — to 4.7 million ha. 

Yet according to 1984 figures (the 
most recently available), the state still 
classifies all but 28,957 ha of Sabah as 
"forest." A close look at the data sug- 
gests the authorities periodically re- 
categorise land to keep exploitable tim- 
ber resources at a “constant” level. 

This seems particularly so for the 
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- SABAH’S MONEY TREES 


Í State government forestry revenues B, 


Total 
revenue 


EUA 


*Provisional State Treasury estimate. 





Class II forest land — defined as “lands 
dedicated for commercial exploita- 
tion." Although actual forest cover has 
dwindled, the government has steadily 
“replenished” Class II lands: from 2.38 
million ha in 1971 to 2.67 million ha in 


1983. 
M uch land classified as "forest" in- 
cludes immature, disturbed and 
scrub lands. According to the US Em- 
bassy report, “one researcher estab- 
lished that, by 1983, only 2.8 million 
ha were available for logging." One 
forestry official told the REVIEW: “The 
amount of forest on the ground and in 
our official documents is not the same." 
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The dwindling — aboriginal-forest 
cover has prompted a. variety of re- 
sponses, ranging from indifference t 
concerted efforts to replace the vani 
ing hardwood resources with “foge 
plantations.” First initiated in 1974,fth 
state now has. 200,000 ha of man-nfade— 
forest and wants to put anothér/150 
200,000 ha aside for this purpose. I 
1980 a survey (working to opjimi 
prices) said forest plantations * 
yield financial rates of return 
tween 13-23%.” Its profitability 
clear now. 

The impending resource constraints 
have sobering implications for business 
confidence and state revenues. During 
the first half of the decade, 
consistently produced 8 gpa 
of logs each year, brings 
exchange totallin 
million. , | 

But supply problems and, the in- 
creasingly difficult terrain in which 















in foreign 
verage, US$650 







^ Sabah timber: 








remaining stocks stand, e 
those days may be over — eve | 
or especially — if the mar- 
ket picks up. Apart from pos- 
ing supply problems, some ac- 
counts say headlong exploita- 
tion has damaged Sabah's main- 
ly native subsistence communi- 
ties. 

Both the newly elected PBS and the 
former Berjaya party governments have 
said that log production could fall to less 
than 5 million m? by 1995 unless stocks 
are replenished. Before the PBS vic- 
tory, one senior state industrial-deve- 
lopment department official, John 
Maluda, said then-current rates of de- 
pletion (in 1982) meant the forests 
would be completely logged in less than 
20 years. Thereafter, he said, they "can 
only become commercially productive 
again after 60 years — even with sil- 
viculture." 

One fashionable answer is "plant- 
ation forests" but “whether [these] can 
offset this inevitable decline is debata- 
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ble,” the US Embassy report con- 
cluded. | 
But diminishing resources — wit 
eir longer-term revenue implications 
re not the only problem hanging 
r the industry. More immediate 
bles include dry weather, fierce 
ogd competition from Indonesia 
h crimps demand from similar fac- 
in Japan, South Korea and 
— Sabah's main buyers), a con- 

home-construction industry 
own in the industrial countries 
, for most of the past year, an ap- 
eciating US dollar that also put down- 
ward pressure on prices. 

The market also remains essentially 
a captive of Japanese buyers — who 
h counted for more than 70% of 

















ropped by 22% in 

the last quarter of 1985, while sawn- 

timber volumes dropped 17% , plywood 

by 25.9%, with only veneer showing 
me (12%) improvement. 


nother cloud hangs over the indus- 

try. Compared to Indonesia, 
Sabah and Sarawak contribute little 
value-added to their timber exports: 
whole logs have frequently made up 
nearly 80% of total timber export 
value. 

The government, however, is in a 
quandary: more veneer or other value- 
added product means less royalty in- 
come now comes primarily from log ex- 
ports. Other problems include un- 
sophisticated mills, antiquated finishing 
equipment, high shipping costs and 
heavy unit-costs for labour and trans- 
portation inside Sabah. 

Sabah's sawmills, in particular, have 
a poor record of efficiency. A state offi- 
cial called most of them a “one band- 
saw operation," and noted that fewer 
than 30 of 154 mills operating at the be- 

inning of 1985 produced more than 
E of sawn timber production. 

The industry also has poor efficiency 
in its use of wood. By comparison to 
other tropical suppliers, Sabah's forests 
contain a high proportion of merchant- 
able tree species: one account says only 
“6% of the trees above 20 cm diameter 
at chest height are non-merchantable." 
Yet logging practices remain wasteful, 
leaving behind half this claimed saleable 
volume as “trash wood." 

Thanks to exports from Sabah and 
Sarawak, Malaysia had become by the 
early 1980s one of the world's leading 
timber producers — exporting in 1984 
16.6 million m? of sawlogs and 2.8 mil- 
lion m? of sawn timber, earning more 
than 11% of the country's total foreign 
exchange. Only petroleum and palm-oil 
revenues surpassed those from forestry. 

Most bankers contacted by the 
REVIEW believe the industry will pick 
up slowly — but few are betting that 
timber will rapidly regain its former 
regal place. — James Clad 
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Diversification has not 
a hot success 


been 


Sabah probably has 
“the most open 
economy in the [Ma- 
laysian] federation,” 
according to the di- 
_ rector of the prime 

minister's Economic 
Planning Unit 
(EPU), Datuk Radin Soenarno. (He 
points out that “tentative findings 
suggest Sabah's economy is becoming 
more and more open: the share of ex- 
ports to the state's GDP . . . probably is 
in the region of 70-80% in the mid- 
1980s." 

Although openness helped the econ- 
omy grow at an average 8% a year dur- 
ing 1971-83, thát same openness is now 
a problem. So is narrowness. Sabah's 
prosperity depends on a slender base of 
export-sensitive commodities — logs, 
petroleum (from which Sabah gains lit- 
tle direct revenue), copper concentrate, 
cocoa (now the state's largest cash 





DRIVE FOR DIVERSIFICATION 


(Industria! projects granted approval in 
Sabah, 1968-83) 


Type of Industry 
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crop), prawns, palm oil and lesser ag- 
ricultural products. 

Given these products' vulnerability 
to world market fluctuations, successive 
Sabah governments have tried to diver- 
sify the state's economy. Both small and 
large-scale enterprises have received 
encouragement — and in some cases 
massive public-capital investment — in 
both agriculture and industry. 

The scorecard shows mixed results. 
Despite a variety of incentives, the im- 
portance of manufacturing has risen 
only fractionally — from 2.3% of GDP 
in 1971 to just 3.9% in 1984 — even with 
a generous definition of *manufactur- 
ing" embracing often rudimentary in- 
termediate timber processing or the on- 
shore packaging of prawns. 

If measured by number of plants, by 
their fixed-asset value or by their gross 
value added, these two activities — saw- 
milling and food processing (prawn pac- 
kagers, rice millers and soft-drink 
bottlers) — make up most of Sabah's 
manufacturers. Some new enterprises 


have started — in plastic products, fab- 
ricated metal or rubber products — but 
these are more the exception than the 
rule. Average fixed assets remain small: 
around M$750,000 a plant. 

The factors holding back manufac- 
turing in Sabah have been largely un- 
changed since colonial times. They in- 
clude a small domestic market, com- 
paratively high local labour costs, a lack 
of skilled workers, high shipping costs, 
poor internal communications, higher 
utility, land and fuel costs than in Penin- 
sular Malaysia and political patronage. 

In this situation, industry really 
needs the type of support the federal 
government cannot, or will not, give. 
One suggested remedy import re- 
strictions on cheaper Peninsular Malay- 
sian products — would cut right across 
the federation’s common market. But in 
their absence, federal government in- 
vestment incentives, which could help 
offset the disadvantage, have not been 





SABAH'S INDUSTRIAL CROPS 


('000 ha) 
| 160— Estimated area under 
| 140 — Oil palm and cocoa 


RE VIEW k Tar 
tailored to Sabah's needs. The one spec- 
ifically Sabah-linked measure — the 
state's inclusion in Malaysia's regional- 
development investor tax-break cate- 
gory — has been ineffectual. 

These constraints led the former 
Berjaya party government to venture 
boldly into diversification. Harris's gov- 
ernment funded and took equity in 
enormous, resource-based enterprises 
— notably some hot-briquetted iron. 
methanol and pulp and paper projects, 
The upshot of these decisions is to 
widen the 


HART by Fra 


gap between  privateh 
owned, small-scale firms (often import- 
substitutors finding a local niche) and 


publicly owned enterprises (large-scale 
and export-oriented). 

Incentives bolstering wood-process- 
ing have scored some successes. how- 
ever. Royalty amounting to only 7°o ol 
a round log's fob value (as opposed to 


often 50% of the fob value ot exported 
logs) has brought in Peninsular Malay- 
sian, South Korean, Taiwanese. Japan- 


374 





ese, Filipino and US investors: as of 
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May 1985, 187 sawmills — plus 10 ven- 
eer, three plywood, seven moulding, 
one blockboard and two chipwood mills 
— were operating in Sabah. 

The same bars to industrial growth 
also hold back agriculture. Although 
Sabah has 2.1 million ha with soil fertil- 
ity, terrain and water supply suitable for 
agriculture, developers have planted 
only about 500,000 ha — chiefly in 
cocoa, oil palm and rubber. 

Much of the problem comes back to 
Sabah's comparative under-population. 
At a November seminar in Kuala Lum- 
pur, EPU director Soenarno quoted 
Sabah Migration Fund Board figures 
showing very little labour movement 
between  Peninsular Malaysia and 
Sabah. Nine times as many workers 
from Indonesia as from Kuala Lumpur's 
side of the South China Sea arrived in 
1984 under formal labour-recruitment 
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schemes. By adding "informal" mig- | . . . services [and] aggravate social prob- 


rants from both the southern Philip- 
pines and from neighbouring Indone- 
sian provinces, the ratio becomes even 
more skewed. 

A study prepared for the new, Kada- 
zan-based PBS government says 
“nearly 90% of the estate manual work- 
ers are non-Sabahans, nearly all of 
whom are non-Malaysians.” Some 
rough calculations put the number of In- 
donesian or Philippine migrants in 
Sabah at 10% or more of the popula- 
tion, while sources in major Western 
embassies and within the UN High 
Commissioner for Refugees itself said 
the ratio was closer to 15%. But while 
Sabah’s economy needs outsiders, 
Sabah’s new politicians increasingly do 
not want them. “The unrestricted in- 
flow of such workers will evitably place 
great pressure on our already strained 


Predecessors’ mistakes 


@ According to an old 
fe adage, the military 
Z always thinks of the 
last war when plan- 
ning the next. Re- 
venue collectors use 


i unus vin OD | something like the 
Inu same approach — 











especially in Sabah where the Trea- 
sury, looking back to the last boom, 
had expected lush returns from the 
1980s. 

The trouble is' both fall victim to 
changing times. At the height of the ex- 
port bonanza a few years ago, a state 
government “task force” confidently 
forecast ever higher revenues during the 
1980s. In the years 1982-85, income was 
supposed to reach. M$1.64 billion, 
M$1.88 billion, M$2.09 billion and 
M$2.36 billion respectively. 

But the recession very quickly made 
nonsense of these figures. Almost im- 
mediately, revenue receipts began to 
run a poor second to projections. In 
1982 they fell 16% below forecast, then 
went 30% under in 1983 and 37% under 
in 1984. The 1985 provisional estimates 
are 61% under target — yet the political 
successors to the Berjaya administra- 
tion which governed in these years 
claim their ousted opponents continued 
to spend as if income matched, or even 
exceeded, these forecasts. 

In his first pronouncement after the 
PBS government came to power in April 
last year, state Finance Minister Ber- 
nard Dompok said Sabah hung *on the 
verge of bankruptcy" because of Ber- 
jaya's profligate policies. Dompok, a 
former real-estate valuer, said former 
chief minister Harris's regime by the 
end of 1984 had lent M$2 billion to pub- 
lic and private enterprises (at virtually 








haunt present rulers 


no cost) while borrowing more than 
M$2.5 billion. 

Interest on this indebtedness, esti- 
mated at M$193 million for 1985, will 
climb to M$265 million this year, Dom- 
pok asserted, reaching M$451 million 
by 1991. More recent state Treasury cal- 
culations suggest an even higher debt- 
service cost, but even ‘with Dompok's 
conservative figure, privately circulat- 
ing forecasts of Sabah's 1985 revenue in 
December show that debt service of this 
magnitude would consume nearly 50% 
of the state's annual revenue. 

The upbeat, Berjaya-era projections 
depended on two crucial factors. First, 
planners expected forestry to continue 
to provide 81% of revenue; instead, log 
royalties (the major timber levy) had 
dropped to nearly 50% of the state's 
M$1.34 billion take in 1984. Secondly, 
planners thought timber prices would 
not fall; even the “worst-case” 1985 pro- 
jection (in a separate study by consul- 
tants Hunting Technical Services) put 
income only marginally lower than the 
latest estimate of Sabah's plunging tax 
and royalty income. 

After timber, royalties from copper 
and petroleum make up the next largest 
revenue source. But despite tremend- 
ous expansion of Sabah's oil-fields, 
petroleum revenues have risen from 
M$850,000 in 1975 (when the fields 
were first coming into production) to 
just M$103.3 million (about 10% of all 
revenue) according to 1985 estimates. 
"Petroleum makes an important con- 
tribution to the [state's] GDP,” a gov- 
ernment paper noted recently, “but 
under a series of revenue-sharing agree- 
ments between Petronas [Malaysia's na- 
tional petroleum company], the private 
oil companies and the state government 





lems," Pairin said recently. 
Another prompt to diversify comes 
from Sabah’s great dependence’ 
timber royalties. Sabah is captive 
declining resource, one that the Sa 
Development Bank (SDB) e d 
r 


counts, directly and indirectly, 
Y et under Malaysia's federal 










of total GDP. 

a genuinely diversified local e 
would have the paradoxical effect 
ting the state's development and reve 
aims against each other. For the stat 
Treasury, directerevenue from diversifi- 
cation will. be negligible; higher corpo- 
rate or individual taxes or import duties 
will accrue to federal, not st: 
tage. 

But Sabah ba s new sources 
of revenue, all the more so because the 
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Petronas, Sabah: revenue sharing. 
in 1976, the latter receives only a cash 
sum equivalent of 5% of the value of 
petroleum output each year." 

Although Sabah appears better-off 
than most other Malaysian states, "this 
is really so only because of one factor — 
Sabah's exploitable forestry re- 
source [which makes Sabah] the weal- 
thiest of all state governments in Malay- 
sia," Sabah Development Bank director 
Datuk Richard Maning noted several 
years ago. But “as more and more 
forest land is put to alternative uses, the 
tax base of the state is progressively 
eroded... 

“The tree-crop sector will generate 
new employment and export earnings,” 
he continued, “but in terms of revenue 
out-turns it will be the federal coffers 
that tremendously benefit from the eco- 
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d on possible (and unpublicised) 


f about US$100 million, the bank 
settled on three bodies to re- 
. the funds: two of which are 
Zwigstitutions: Bank Pemban- 















gun |1 and mhe Malaysian Industrial 
Development ity. The SDB is 
the other. : 






ymic expansion." Maning continued: 
Because the tax base . . . is predomin- 
antly. founded on forestry, expansion 
. . outside of forestry will not bring 
about any appreciable widening of re- 
venue sources.” 

Even the starry-eyed 1979 revenue 
task force team worried about the “con- 
tinuing predominance of forestry re- 
venue which leaves the state at the 
mercy of international price fluctua- 
tions in one commodity." Five years ago 
those. officials urged a widening of the 
state's revenue base "with a sense of 
urgency." Five years later, Dompok 
and the PBS government have ruefully 
reached the same conclusion. 


pu the new PBS govern- 
ment finds some benefit in being sad- 
dled with large debts, financial commit- 
ments and an empty exchequer. “It 
helps instil caution and reality into our 
. younger boys," a party insider confided, 
geferring to the political neophytes who 
Jomprise most of PBS's legislative sup- 
porters and who might otherwise be 
tempted into patronage politicking. 

^ But the enormity of Sabah's fiscal 
burden dwarfs this meagre utility. By 
December the accounts showed a pic- 
ture of ever-mounting domestic and 
foreign debt, shrinking revenues, con- 
üngent financial liabilities and non-per- 
‘forming loans owed to the Treasury. 
“Frankly,” one PBS minister remarked, 
:*the scale of the thing frightens me." 
-= Information received by the REVIEW 
shows that, of the major loans, the state 
thas raised a foreign/local mix of 
"M$898.4 million to finance Sabah Gas 
Industries’ (SGI) gas utilisation projects 
— still not operating at designed capa- 
«ity or efficiency and starting up in a 
glutted market. | 








^ Thestate also paid directly out of the 
Treasury some M$360 million in equity - 
s — which comprise a- 







for these: project 
728,640 tonnes- 





-year hot briquetted 
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from the World Bank. Working to - 
mmodate Malaysian hopes for 
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23.7% of sums due. 








ment — something the SDB would pre- 


fer to avoid. Up to now, the World 
Bank's presence in Sabah has been con- 
fined to a 15-year US$6.5 million loan 


approved in 1985 for a 3,000-ha timber 
plantation at Bengkoka in the north of 
the state. The bank has financed just 
under half the total estimated project 
cost (US$13.1 million) to discover "if it 
is technically and financially feasible to 
develop large-scale timber plantations 
in Sabah" as part of the lagging re-af- 
forestation effort. ! | 

World Bank missions visited Sabah 
twice in 1985. The SDB argued against 
tying the funds to manufacturing and/or 
tourism development, citing a litany of 
costly mistakes. Instead, the SDB 
would like to see the funds channelled 
into agriculture. — James Clad 


methanol plant and. a 47 MW power 
plant. The iron plant began production 
in November 1984. The initial costing of 
these was M$738.3 million. 

The former government borrowed 
another M$602.5 million in mainly 
foreign loans to part-finance Sabah 
Forest Industries’ M$1.2 billion pulp 
and paper mill — still under construc- 
tion. The remainder of project finance 
came, as with the SGI, in the form of di- 
rectly disbursed, state government 
equity capital. Another set of loans to 
an electric power authority created a 
further M$805.6 million debt. 

Other liabilities crowd the list. 
Under a guarantee that puzzles the new 
government, a luxurious shopping com- 

lex built (and owned) by the state’s 
uslim Council received yen and US- 
dollar funding on the strength of a state 
Treasury guarantee. The complex, op- 
posite the Treasury's own building, is 
Kota Kinabalu's largest. It stands virtu- 


ally empty. This guarantee (which is de- 


scribed as “certain” to become debt) is 
for M$157.1 million. 

Apart from these various debts 
(totalling M$2.501 billion by early De- 


cember}, the new government is count- 


ing the amount of non-interest bearing 
money lent to a plethora of state agen- 
cies — just four of which owe M$1.5 bil- 
lion to the Treasury — 82% of the total 
M$1.9 billion loaned over the years. All 
four agencies are on the new govern- 
ment's "privatisation" check-list. In ad- 
dition, the Sabah Energy Board (SEB) 
recently taken over by the federal gov- 
ernment, owes another M$250 million 
to the Treasury; sources in Kuala Lum- 
pur said repayment is stalled pending 
agreement on the SEB's valuation. 

— Some of this debt has been owing 
since 1975. As more loans fall due, the 
arrears grow larger. In 1984, M$355.2 
million should have come in from the 
debtor agencies; instead the state ex- 
chequer got just M$84.4 million, or 
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E many Asian count 
sm new government hope: 
some of its public enterprise 
which were set up by the pr 
jaya administration. | 

Noting a need to reduce 
Sabah's over-committed public 
PBS adviser Richard Gunting, í 
cent Kuala Lumpur seminar, ident 
some likely privatisation targets. Ii 
dition to speculation that the Sal 
Forest Development Authority, 1 
Permodalan Bumiputra Sabah 
state investment corporation) © 
Sabah Rubber Fund Board might 
some divestments, Gunfing also 
ventures run by the Sabah Land De 
lopment Board (SL DB), Sabah Plant 
ations and the Korporasi Pembaguna 
Desa (KPD — the Rural Development. 





Corp.). x 

Cunting, director of the govern- 
ment’s new Institute for Public Policy 
Analysis in Kota Kinabalu, pointed in 
particular to SLDB’s six palm-oil mills 
— which, he suggested, might do betfer 
under private management. Sources in- 
side the Sabah government claimed 
that Sabah Plantations have, since 3979, 
spent M$131 million (US$S3.4 million) 
to develop 19,000 ha — with little cash- 
flow to show for it. | 

Berjaya used the KPD in particular 
for “some of ifs more adventurous | 
schemes," a former Berjaya official ad. — 
mitted. KPD's 31 projects and 20 tom» 
panies have absorbed at least MISSED _ 
million over the years. KPD undert 
ings include 9,000 km? cattie-rais 
farm’ in Australia. A chain of RPD 
hotels were built in Sabah's interior, 
waiting for tourists who never came, __ 

Some smaller, public-owned indu 
tries reportedly in line for hive-off 1 
clude the state's respective 51% at 
43.75% holdings (via public-own 
Sabah Economic Development 
— Sedco) in Nippon Paint (Sabah 
in Sabah Flour and Feed Mills. Aw 
Sedco holding (49% of a M$27 m 
joint-venture floor and wall-Gle | 
with the US Interkiln Corp.) may ai 
be sold, sources suggested. 

Also being considered Tor the 
treatment: a 50-50 joint venture 
Sarawak's state government in € 
Manufacturers Sarawak, and prop 
developments by the Town and I 
ing Development Authority and 
Sabah's Urban Development Corp. 

Less likely candidates for priv 
tion include some of Sabah's better i 
vestments, such as prime real est: 
held as rental property. The M$12 mil 
lion a year that Sime Darby has con 
tracted to pay the state for 25 years f 
the site of its new $ 
quarters bui 
state is likel: 






















By Mary Lee in Peking 


oreign investors in Ga have been 
promised several new ways of mak- 
ng up shortfalls in foreign-exchange re- 
mittances to which they are entitled 
inder their joint-venture contracts. These 
are contained in Regulations on Foreign 
rency Balance of Equity Joint Ven- 
es which were promulgated in late 
ary and come into effect on 1 Feb- 





icourage more foreigners to enter 
o joint ventures by helping them over- 
1e foreign-exchange problems. 

Mf the eight (out ‘of 14) regulations 
"deal with foreign-exchange ac- 
inting, four are new — while the rest 
ine in law what is already common 
ractice. Clause Six allows the foreign 
partner, who has prior approval from 
f Ministry of Foreign Economice Rela- 
Hons and Trade (Mofert), to promote 
the export of domestic products, includ- 
ng those which are produced under 
ate monopoly or which require export 
licences. The foreigner can thus make 
up the foreign-exchange shortfalls in his 
joint venture with the earnings from 
“such “countertrade,” a foreign commer- 
cial expert said. 

Clause Eight states that goods pro- 
duced by the joint ventures can be sold to 
nterprises outside the special economic 
zones and coastal development areas 
and be paid for in foreign currency "if 
se enterprises have the ability," go do 
Foreign businessmen say this is "help- 
1,” as many local enterprises in China 
ww have their own foreign-exchange 
serves. Foreign-trade experts said this 
| vision iS related to Clause Five, 














Net 
profit 


Y 111.7b 
| (US$567.0m) 





Y 20 Nov. 


427.05b. 


“H30 Nov. i 
(US$137.3m) . 
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"H310et. | -HK$59.55m 


(US$7.6m) 
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A$30.79m** 
(US$21.8m) 






laking it all legal 


New Chinese Joint venture rules mostly codify practice 


| foreign exchange which could go to the 


C hinese officials said their aim is 
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A$633.82m | 
{US$449 5m) 


Once they meet the necessary stand- 
ards, joint ventures can apply to the re- 
levant departments to have imports sub- 
stituted by their products. “Foreign in- 
vestors have been telling the Chinese to 
pay more attention to import substitu- 
tion, as imports are taking away the 


foreign partner in a Joint venture," a 
diplomat said. | 

Foreign businessmen said another | 
encouraging measure ig one which al- 
lows a foreign firm involved in two or 
more joint ventures to distribute the | 
foreign exchange earned among them as 
needed, rather than having to keep 
separate accounts, as in the past. Again, 
approval of the exchange- -control au- 
thorities is required for this sort of ac- 
counting. 

Also new is,the clause which allows 
the foreign partner to invest his Chinese 
renminbi earnings in another joint ven- 
ture, which "they consider can earn 
more foreign exchange." 


hile the spirit of these new regula- 

tions will be welcomed by the 
nearly 2,000 joint ventures and 3,408 
Sino-foreign cooperative enterprises in 
China, many observers said their appli- 
cation ‘may be a different matter al- 
together. One foreign consultant cited a 
few joint-venture contracts he had 
helped negotiate which, though signed 
and approved by higher authorities, 
were not implemented. “The new regu- 
lations simply mean a new round of 
endless meetings and discussions,” he 
said. “It would be more helpfulif Mofert ' 
were to consult foreign investors be- 













% change | Dividend 
on period ! 









Turnover 





Y 3.42t 
(US$17.6b) 


¥362.29b 
(US$1.8b) 






base. 


COMPANY RESULTS! 


|| Recurring profits for 1986 to remain at 1985 level despite yen 
appreciation and decrease in VTR sales. 


| ‘Current profit for full year forecast to be 454. 2b vs Y53.48b 
in previous year and sales Y 725b vs s Y675. 4b. 


Profit. after transfers to inner reserves. Directors proposed 
one-for-five bonus issue and expect 1986 dividends to be no 
less than 65¢. 


Harum pa EERO eH mar n 


Losses wiped off previous half’s profits. Measures in progress 
to cut out loss-making ventures and rationalise TRE) 


Return to profitability due to currency PUDE higher 
| sales and holding down costs: 





tures from the reserves of others 







"tà produc 
vanced and internationally n peti 
products" to sella certain proportioi 
their goods in the domestic mar 

Another empowers relevan 
departments or local authorities 
supervise joint ventures to mak 
| foreign-exchange deficits of som 
















their administration. Observers 1 
tain this is easier said than done wheNg 
the “relevant” department is a Chinese - 
corporation or ministry involved in sev- 
eral different joint ventures. — — 

Moreover, in tlie middle oi! tb 

regulations, there- 5 
states categoricall 
which fail to fulfil ME export quota ig 

target of earning foreign currency and 
are in deficit will not be assisted by the 

| relevant departments." One business- 
man commented: “The onus is still a 
the foreign partner to transform the at- 
titude of the Chinese workers and man- 
agement as well as the local supply sys- 
tem to bring the joint venture into full 
operation on schedule. Otherwise, joint 
ventures will continue to be unable to 
fulfil the export quota because of the 
poor quality of the products or because 
the plant is simply not functioning." 

Joint ventures in the financial and in- 
surance field are not eligible for these 
measures. 

Of less ambiguity to foreign invest- 
ors is a new policy, which also comes 
into effect on 1 February, extending the 
maximum term of joint ventures from 
30 up to 50 years. However, only three 
types of joint ventures qualify for this 
extension: those requiring large 
amounts of investment and long con- 
struction periods; those operating on 
low profit margins, and those whose 
foreign partners provide advanced tech- 7 
nology or expertise to produce goo 
for export. | 
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snot the only source of 
vay strains » as hard 


or Brian Chang: -s~ is ES 
king to be a conflict between Malay- 
and non-Malaysian interests. The 
ei result might be a division of the 
intOgguch components, if liabili- 
TRS could be readily 


Ip. 
A. showdown had been promised for 
24 January, when share and proxy hold- - 
i attended an extrdordinary general | 
3M) to voteon a resolution 
i ral m the board. But 
after much confusion, it was announced 
' that the result might be challenged on 
the grounds of inadequate notice of the 
meeting. The board is supposed to have | 
arranged a new date, but so far has 
failed to do so. 
>> But while the non-EGM gave a 
"breathing space for possible arrange- 
ment of a compromise, none has yet 
been forthcoming. Indeed, announce- 
"ment on 28 January of the appointment 
of a new deputy chaitman, Malay busi- 
nessman Moehamed Izat Emir, and the 
promotion of a Promet engineering exe- 
cutive, Yong Min Hian, to the board 
suggested the two camps were still far 
apart. They replaced two Ibrahim- 
aligned directors who have resigned, 
one of whom was the chairman's 
brother, Abdullah Mohamed. 


: oo — hew Zeeland T AEA nm 
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It was Abdullah who had cast aside 
the mask of politeness between the two 
camps, holding a press conference to 
announce his resignation from the 
board the day before the abortive 
EGM. Among other things, he accused 
the board, on which Malaysians are a 
minority, of awarding subcontracts to 
Singaporean rather than Malaysian 
firms, and of employing Singaporeans 
when Malaysians were available. |— 

This outburst of nationalism. may 
have been intended to rally Malaysians, 
and in particular - the government, 
against Chang. Chang family interests, 
who are believed to own more than 30% 
of Promet shares, are almost certain to 
be the winners in any vote. «^. 


pos. the alliance of ieee: | 


who was regarded as close to Malay- 
sian Prime Minister Datuk Seri Maha- 
thir Mohamad (and who has business in- 


terests with one of Finance Minister 


Daim Zainuddin's family vehicles), and 
dynamic engineer Chang was very fruit- 
ful. And when the anti-Ibrahim moves 
went ahead, many assumed that Ioram 
must have fallen from favour. 

For Abdullah to brand the board of a 
Malaysian-based company as un-Ma- 
laysian could have been intended to 


make up for the Mohamed brothers’ ap- 


parent shortage of funds to conduct the 
battle otherwise. Companies controlled 
bv Abdullah are being sued for US$25 
million by Overseas Union Bank in 
Singapore d and the brothers’ quoted 
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-himd 100 million shares 


pany) at well over the r 
an affidavit, Chang : 
willing to arrange for the $ | 
trusteés, to be sold to Ibrahim | 
true, as he said Mak aleg 
Mahathir wanted him out of the 
pany. Mahathir, meanwhile, is rey 
most unhappy that his name jo | 
dragged into the affair, In a fe 
speech, he attacked peopte "io us 
name for their own ends. 

The Promet share episode folic 
one. in November when brahim 1 
edly wanted Promet to buy his 42° 


Hon shares in Selangor Properties 


well over the market price. 

Whatever the truth behind the v 
ous allegations, it is cle arly upsettin 
shareholders who would like to se 
board and management concen 
the wellbeing of the company. Alti 
Promet has some quality assets a 
plenty of expertise, it is facing h 
times, with the collapse of oil pric 
coming on top of the downturn in the 
rig-building business, Particularly in 
terested may be shareholders oi th 
Hongkong- listed Promet Pe troleu: 


Their company holds exploration a 


production leases in China and Ine 

donesia, and is thus likely to be the key 

to any restructuring of the group. 
Otherwise the group, which at 

1984 had gross assets of MS871 m 

and net assets of M$397 million, coi 

of rig-buildirig and ojl services in M 

sia and Singapore; property develc 

mentand construction in Malaysia; € 

exploration inseveral areas, and tradi 

and construction in Australia. 
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' arrest of Malay 





ct even being felt in Hongkong. 





AKONG: Institutional investors were buyers 
n thè period, but the market later settled 
/ait-and-see mood, with dull thin trade. 
nterests predominated, concentrating on 
blue chips as foreigners either sold or held 
om the market. Local bourses were shaken 
nthe period by the arrest of Tan Koon 
a prominent Malaysian businessman, in 
ore: there were fears that Singaporean in- 
























| rally. in mid-period helped strengthen 
ut it appeared.that the listless tone of the 
et could last until after the Chinese New 
hich falls in early February. 


O: Trading fas mixed, though volume re- 
ed to an average daily total of 273.5 million 
rthe period ended 27 Jan. Foreign invest- 
funds were rumoured to be net sellers, tempt- 
to take profits on the appréciating yen. The 
w Jones Average stayed in the 12,900 range, 
osing at 12,983.14 points. Second-section stocks 
rew an unusual amount of interest as investors 
ought high-flyers. Airlines were hot: Japan Air 
nes rose above ¥ 10,000 (US$50.80) a share, re- 
ponding to heavy demand fuelled by the prospect 
full privatisation later this year. 
















NGAPORE: News of Malaysian politician-busi- 
man Tan Koon Swan's arrest triggered heavy 

g of several Malaysian-based counters early 
he period, with issues related to Tan and other 
ysian Chinese Association figures losing the 
But the market rallied during the final days 
period, as investors anticipated a speedy 
ment to the two-month-old crisis after Tan 
harged. A daily average of 8.9 million shares 
raded for the period, valued 
US$40.8 million). 















ysian Chinese Association president Tan 
Swan's arrest in Singapore — which also 
ed the second run in two months on his flag- 
p. Supreme Finance. Several counters re- 
ed heavy losses in what was a particularly 
ult period on the Kuala Lumpur Stock 
hange. The initial panic lifted as Tan was offi- 
harged, and investors had a clearer picture 




















e period's activity. Average daily volume 
was 6.5 million shares valued at M$8.9 mil- 


LIA: Sharemarkets fell from their re- 
aking levels on declining world oil prices 
akening commodity prices. The All-Or- 
s Index was dragged down by falling min- 
d resource stocks — among the worst-hit is- 
he period — and even industrial stocks re- 
Aarket direction appeared to follow the 
s biggest company (and a major oil pro- 
en Hill Proprietary Co., which lost 48 
US cents) to close the period at 





LA LUMPUR: The market took a dive with 


ents. Raleigh and Kuala Lumpur Industries 


vould sell their Hongkong holdings. A | 
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JING world petroleum prices buoyed shares in markets in several oil-import | 
ian countries, such as Taiwan, but depressed resource issues in Australia. 
l ysian businessman Tan Koon Swan sent shock waves through the . 
seway markets, and triggered heavy selling early in the period to 27 Jan., with the | 


A$8.74 — despite.Robert Holmes à Court's big 
holding and mooted takeover bid. Most takeover: |» 


situations were quiet. 


NEW ZEALAND: The previous period’s fall con- 


tinued until.mid-period, when a technical correc- 


tion among leading issues helped turn around the 
Barclays Index. Concern over rising interest rates, 





tender | 
the market. Volumes were low, with most activity 
among less-known counters. 


MANILA: Commercial-industrial favourites took 
Over as mining majors retreated to levels of mid- 


January. Average value turnover more than dou- 


bled to P6.67 million (US$351,052). Commercial- 
industrials accounted for nearly 60% 
period's volume, with the sectoral’ index up by 
1.66 points to dose at 168.07. The oil indicator 
added 0.020 of a point to 0.849, but the mining 
marker fell 11.19 points to 753.46. Brokers expect 
slower activity as the 7 Feb. “snap” presidential 
and vice-presidential elections draw closer. 


SEOUL: Early selling depressed prices, especially 
those of former favourites in the car industry. But 
enthusiasm returned later in the period, concen- 
trated in electronics, which helped the market end 
on a bullish note. The index fell slightly, by 0.3 of 
a point to 156.26, with average daily trading up 
3.72 million shares to 19.81 million. Buoyed by 
news of falling oil prices abroad, land transporta- 
tion rose the most as a sector — up 4.43 points — 
followed by electric machinery, up 1.61. Wood 
and wood products fell 1.73 points. 


-TAIPEI A two-day burst of activity at the end of 
| the period drove the market to 877.58, up 28.90 
| points on the previous. period's level. Although | 
average daily transactions were down slightly at- 


NT$1.59 billion (US$40.3 million), trading vol- 
ume on 27 Jan. topped NT$3 billion, the highest in 
more than eight months. The heightened activity 
stemmed from investor confidence that the 
domestic economy-would gain both from falling 


world oil prices, and the yen’s rise against the US 


dollar, to which the NT dollar is loosely pegged. 


BANGKOK: The Securities Exchan ge of Thailand 
gained in the period to 27 Jan. in active trading, 
with such issues as Siam Citizens Corp. (SCC) and 
Saha Union leading the market. Also contributing 
was the announcement of some tax changes, in- 
cluding a reduction of personal-income tax bases 
which restored some confidence to investors. The 


Book Club Index posted an impressive gain of 3.8 


points to close at 126,29, with 37 issues rising and 
seven falling. Another 52 were unchanged. Top- 
ping the rising column. was SCC: another big 


gainer was Metal Box. Hardest hit was Tupco, fol- 


lowed by Thai Plastic & Chemical and Thai iryo. 
Volume amounted to 1,267,783 shares at a value 
of Baht 153.72 million (US$5.8. million). 








outcome of the latest government bond . 
. continued to put downward pressure on 


of the 
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Smith H. 4.88 
Thomas Nationwide Trans 2,88 
Western Mining 3.58 
Weatpac 452 
Woodside 4.47 
Woolworths 346 
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Carter Holt 3.05 
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Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it’s still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of complete turnkey industrial and 
utility boiler islands. We supply every- 


Teas C & Wilcox__ 





thing from boiler controls and cleaning 
systems . . . to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plan 
and implement efficient, cost-saving 
plant improvement projects—from 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. 

For over acentury, Babcock & Wilcox 
has been the technology leader in 
steam generation in the United States 
and worldwide. Let us share our know- 


wwe & Wilcox. 
irst name in steam. 








ledge and total scope resources with 
you. 

Contact the Manager, International 
Sales, Babcock & Wilcox Canada 
581 Coronation Blvd., Cambridge 
Ontario N1R 5V3. TLX 069-59341. Or. 
Babcock & Wilcox International, Inc 
20 S. Van Buren Ave., Barberton, Ohio 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott International 
company. 
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Jhatever your communications needs, cover the range from 1200 to 3000 kg in GTO 
,erospatiale and its partner MBB have the and supply from 1 to 6 kW of electric power, 
nswer : point-to-point telecommunications, These versatile spacecraft are compatible with 
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“LSAT and Tele-X, Spacebus 100, 200 and 300 That’s special, that’s Aerospatiale. 
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Now the Lido Hotel Beijing _ 
becomes the first Holiday Inn hotel in China 
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Holiday Inn International: 


3 y. 
Seis. 







also the chain's largest i liday In T 
Beijing features 1,000 superior guest rooms and . =- 
suites, and offers fine dining and a de range | i 

of recreational facilities. — > ^. 
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Indonesia US$58 00 
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Hongkong HK$94 50 HK$173.50 HK$315 00 
US$19.50 US$36 00 USS$65 00 

Elsewhere £16.50 £30.50 £55.00 
A$21.00 AS$38 50 A$70 00 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
— 3months 
C 6months 
1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: US$6/HK$45 


Payment of is enclosed 


————————— 


Name 


eee 
Address 

aee 
——————————— 


Country 
O Jetspeeded 
Cheque payable to Far Eastern Economic Review enclosed 





Surface mail 


To: Circulation Managen 
Far Eastern Economic Review, GPO Box 160, Hongkong 
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BLACK LABEL COMMANDS MORE RESPECT 
C2) YEAR OLD * 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 





Common wisdom had it that, to 
succeed in business, one needed only 
good connections at the right bank. 


Today, it is the bank that needs to 
have those connections; instant access to 
resources and information that will 
enable it to act decisively on behalf of its 
clients. And to do so anywhere in the 
world, not just in that bank’s sphere of 
influence. 


HongkongBank today, in addition 


to being the most experienced banking 
group in the Asia Pacific region, is one of 
the largest financial organisations in the 
world, with more than 1,200 offices in 55 
countries. 


So, no matter where in the world 
your business interests may take you, 
HongkongBank connections will keep 
you connected. 


Talk to us today. Anywhere. 


HongkongBank 
The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 

Canada * The British Bank of the Middle East 

Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION 
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Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won | 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines R20 — Singapore S$4 — Sri Lanka Rs 30 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2.75 
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oin nted that the reports 
arti Bersatu Sabah — 









n Malt. dnd Bener 
ee Malays Na- 







[ can accept that ethnic poli- 
evail in Malaysia, such quotes 
ertain political camps serve no | 
ul purpose. : 
- May L also correct “thg Chinese poli- 
il observer" Suhaini quoted from [16 
Wan.], that all presidents of National 
“ront-component partes in the past de- 
cade have held ministerial posts. An 
example is the present president of 
jerakan (a significant component 
Marty), Lim Keng Yaik, who does not 
qold any ministerial post. His deputy, 
iDatuk Paul Leong, does. 
= "With reference to the recent Umno 
General Assembly, it seems rather con- 
.radictory that when national integra- 
-ion is required especially with the end 
Of the New Economic Policy, the assem- 
oly is calling for Malay nationalism 
which will polarise the races even 
further. The writing-off as innocuous of 
khe Nationalist Party of Malaysia and 
the National Unity Movement — Ma- 
laysia’ s latest opposition parties — may 
pe justified to a certain degree as they 
arose as a reaction to the conflict be- 
tween the government and civil servants, 
and the Malaysian Chinese Associa- 
tion crisis respectively. However, the 
"shift" is already in motion. New-gener- 
ation and educated Malaysians vearn 
for a harmonious multi-racial society in 
Malaysia, and unless that is forthcoming 
iom the government, the trend would 
-to turn to truly multi-racial political 
parties. ? 
Gateshead, England 


Son Sann and the split 


It is sad to see the Khmer People's Na- 
tional Liberation Front (KPNLF) split 
into factions, but blaming its president, 
Son Sann, for the military defeat at 
Ampil in January 1985 is not only un- 
fair, it is undeserved — especially when 
the blame comes from members of the 
new: Provisional Central Committee of 
Salvation (PCCS) splinter. 

Son Sann, 75, is still needed to rally 
international support to retain UN rec- 
ognition. One must concede that none 
of the three coalition groups could with- 
stand the Vietnamese militarily. The 
PCCS claims to have the support of 
most military commanders, and it is 
they who should take the blame for the 
Ampil defeat. Those commanders (in- 
cluding Gen. Sak Sutsakhan who now 
heads the PCCS and Gen. Den Del, 
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KPNLF chief of general staff) had 

plenty of warning — in short, they mis- 

calculated the scale of the annual dry- 
season offensive, anticipating only the 
"usual" light-scale attacks. 

The man behind the KPNLF revolt, 
Gaffar Peang-Meth, should know better 
than anyone that Son Sann was far re- 
moved from the military theatre. Gaffar 
had been accompanying Son Sann on 
foreign missions since he joined the 


_KPNLF in 1981. 


Moreover, one cannot blame the 


| fighters for being less disciplined when 


some commanders and Gaffar them- 
selves squabble with superiors. 

It is unlikely, however, that Son 
Sann can be deposed as prime minister 
of the coalition. government and as 
KPNLF leader, as he still enjoys more 
support internally and has the support 
of Asean, the US and China. Moreover, 
the June 1982 Kuala Lumpur declara- 
tion which led to the formation of the 
coalition government was signed on an 
individual basis — by Prince Norodom 
Sihanouk, Son Sann and Khieu Sam- 
phan. If any one of them drops out, it 
automatically means the collapse of the 
coalition. 

Of the three leaders, the Khmer Rouge 
is despised; Sihanouk is unpredictable, 
and Son Sann seems to be the steady 
plodding type. The young turks are un- 
likely to disintegrate, as their motley 
grouping is a marriage of convenience. 








It is ironic that the - 
become its own victim. 
expansion. And it is also 
ment to note that Asean | 
clear-cut support to Son $ 
porting both sides, they are 
move forward. Son Sann has 
come out with the full story, 1 
preferring to keep it in the family. | 
clearing the air is necessary. 
Singapore ü 


Food for thought 

THE STH COLUMN on Singapore's econ- 
omy [28 Nov. '85] misses much. Here's 
something for your Singapore readers 
to chew over. 

While much publicity is given to how 
overpaid  Singapore's private-sector 
workers are compared to workers in 
other newly industrialised countries 
such as Hongkong, Taiwan and South 
Korea, no mention 1s made as to how 
overpaid the public (government) sec- 
tor is compared to the same countries. 
While the private sector can be shaken 
up by huge retrenchments, no such 
thing will ever happen to the govern- 
ment sector. 5o you may have an im- 
poverished private sector dying for lack 
of funds and at the same time support- 
ing an overpaid government sector 
through government levies. 

A case in point is the use of the Skill 
Development Fund (SDP). While this 
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there's a palace that still feels like a palace. 
Although it is known to friends as an hotel. 


HOTEL MEURICE 
|. INTER «CONTINENTAL 
PARIS 





d] (INTER CONTINENTAL T 


228 rue de Rivoli, 75041 Paris-Cedex 01, (331) (4) 260 38 60, Telex: 230673. 
For reservations call: Hong Kong: 5-229879, Melbourne: 637219, Osaka: 
(06) 264-0666, Singapore: 2202476, Sydney: 23 





21933, Tokyo: 215-0777 





Finally. A free flight plan 
that makes it easy to fly free. 


Join the people who know. 





How easy is it? Just take 3 round trips to You can even transfer your awards SO HONG KONG NEW YORK 
New York in Executive Class, for example, your family can fly free, too. That's hard TAIPEI CHICAGO 

and your next trip* to the States is com- — to beat. MANILA — TOKYO 

pletely on us. Join the people who know. Call Northwest KUALA LUMPUR IÀ SEOUL IÀ LOS ANGELES 
Not that we’re stopping there. You can Orient or your travel agent for more SHANGHAI SAN FRANCISCI 
also earn upgrades to First Class, get 2 information today. The more you know, OSAKA SEATTLE/TACON 
tickets for the price of one, and cash-inon the more you'll go Northwest Orient. GUAM 

free or discounted hotels and car rentals. «Economy Class OKINAWA HONOLULU 


For reservations, call your travel agent or Northwest Orient: 


People who know...go 
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NORTHWEST ORIENT 


Osaka (06)228-0747 Seoul 753-6106 
Nagoya (052)562-0867 Penang 619487 Shanghai 377387 
New Delhi 351605 Rangoon 81638 Singapore 336-7666 
Okinawa (0988)58-2477 Saipan 7778 Sokung 778-0181 


Kuala Lumpur 2429633 Manila 521-1911 Sydney 264-9715 
Taichung (04)220-6 
Taipei (02)596-5951 


Tokyo (03)433-8151 


Auckland 794-977 Calcutta 431373 Guangzhou 61803 Jakarta 326439 
Bangkok 251-8470 Cebu 92122 Hiroshima (082)247-5741 Kaoshiung (07)272-5505 Lahore 872340 
Beijing 554175 Colombo 597138 Hong Kong 5-217477 Karachi 551215 Madras 044-87703 
Bombay 211440 Guam 477-7811 Islamabad 812174 Kathmandu 212552 Makati 85-66-16 
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tional Productivity Board is fully or 
heavily subsidised by the SDF, yet ‘it 
pays princely standard fees of S$100 
(US$47) per hour for all lecturers (who 
are public employees) when the market 


rate, in the: private sector, is less than 


half. 


Singapore ‘Grapevine 





A ongers 


Recently, staff of the REVIEW were 
quoted in the London Observer as say- 


ang that Hongkong. was “more gloomy 


than ever,” that it was disgraceful “how 
easily the British have given in.” That 
week Spike. Milligan’ $ nonagenarian © 
mother, whose son was, she thought, 





British until rendered virtually state- 


less, was quoted from Australia to beso 


| | fed up over the matter of her son's pass- 


port — he was born in 1918 in India of 


an Irish father, a colour sergeant in a 


British regiment — that she had taken 
out Australian citizenship. ^I am going 
out feet first in Australia,” she said. 
The Council for the Welfare of Im- 
migrants has warned that.non-Chinese | 
minority groups in Hongkong will, be- | 
cause of their British nationality, be- 
come “effectively stateless” after 1997. 
It is important to have no illusions 
about the P baie perfidy of Her 
Majesty's. Government. exhibited. in 
these matters over the past 40 years or 
so. At India's independence; 1947, with 
cheeseparing sophistry Britain decided 
that those Whites born in India of par- 
ents likewise born abroad (how many 


T colour sergeants, or even their colonels 


then got regular UK leave?) were not 
"British" and thus not entitled to the 
pension and compensation arrange- 
ments awarded their colleagues within 


| the Indian Colonial Service. and the 





army — hence Spike's dilemma. 
Subsequently, as the empire was. 


| wound up, this principle, with ingenious. 


embellishments, was extended to colon- 
ial territories. Thus, though the Over- 
seas Development Administration will 
deny it, there are octogenarian widows 
of Palestine police killed in the troubles 
leading up to the termination of the 
mandate in 1947, who for 40 years have 
eked out an existence on national assist- 
ance. 

There are White civil servants of the 
Central African Federation set up by a 
conservative government who have had 
no pension increase for more than 20 
years. Colonial ordinances guarantee- 
ing pension parity with expatriate civil 


| servants proved no protection, and 
prospective widows, at independence, 


children on an. 

| Mi or soa year — payable hence- 

| forth in a foreign currency. and 
devaluation whic 


could look forward to bringing up two 
immutable — £300 


liable to 
turned 









minimal. Training centres like the Na- 
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the Arabic script, as he says, but also in. 


liest Urdu literature emerges [sic] in the 



























: a few, 


teachers, accoun p 
n Lon- 


were, even though i 
don by committees of th 
fice, and hired by them, held 
pensionable on British terms 

No other European color 
treated their nationals — Whit 
— like this; perhaps it was naive, h 
single group ever dreamed their pre 
ment was anything but accidental. 
that HMG’s policy could be so u 
hand. Truly, as a senior conservative 
backbencher wrote to us recently, they : 
picked us off one by one. 

Worse, if possible, is the treatment 
of East African Asians whoseforebears |. 
could never have settled except for the 
active encouragement of the India and. 
Colonial Offices conjointly. Few when. 
deported were admitted to Britain. (In- 
deed when I visited them in the bar- 
racks a hospitable Maltese Govern- 
ment had offered as sanctuary, no Bri- 
tish official had so far bothered to con- 
tact them.) Later HMG went out of its 
way to avoid lifting even a finger to help 
them get reparation for confiscated 
businesses and property. Many settled 
in Hongkong where they are abouttobe 
abandoned all over again. 
Clwyd, North Wales 


Supplementing the diet 
Your article on Taiwan's press [26 Dec. 
'8S5] gave readers a detailed report, 
though it did not mention one important 
and unique function of Taiwan's news. 
papers. Every Taiwan En has a 
full page. of fu-kan (literally, it means 
supplement) which is open to the public 
to present their poems, short stories, 
novels (fh instalment form), prose and | 
comments. Within a newspaper, fokan 
has its special editors. Every day each. 
newspaper's fu-kan may publish around 
10,000 Chinese. words, or five to seven | 
works. In total there are almost 100 -= 
writers’. works published in Taiwan's. 
newspapers each day which has substan- 
tially broadened coverage. 
Sweden 
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Jamal Rasheed's review [2 Jan.] m 
some important amendments and q qual 
fications. 

Firstly, Urdu is written not only in 


the Persian script. Secondly, his state- 
ment that “Lucknow is E the fortress 
of Urdu" overlooks the claims of Delhi, 
Lahore and Hyderabad (Deccan) 
though he does recognise that "the ear- 


tA 








Deccan." But even apart from "E early 
contributions of the Wali edat 
1741) in the Deccan, 
to recognise the im 
of Urdu in Hydei 
larly anier the 























the Osmania University, the only in- 
ance of an Indian language being used 
as a medium of higher. education before 
independe 
Thirdly, its’ 
the most popuk 
“has been the short story 
novel has. been no less popular ind nds 


| had d vae yeaa like Prem- 




















































Word from the Wise 


In view of some readers’ interest in my 
- two reviews of the International History 
of Vietnam [14 & 21 Nov. '85], perhaps I 
hould remind readers that, as stated in 
my first review, R. B. Smith: s study runs 
four volumes. So far only two have 
- appeared and it may be premature to 
. decide at this stage, for example, that 
. the problem was caused by the war get- 
: ting too big for the Americans to win 
- without making what they called “the 
end run" by taking out Hanoi. 
- When the foreign minister of Viet- 
nam says his forces suffered more dam- 
age from the Phoenix elimination pro- 
gramme chewing into the northerners 


department in Hong Kong. 
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xem up to the post-graduate stage | 





i appointment 


A major merchant bank i in TA Asia-Pacific basin seeks a 
Director or Assistant Director for its Corporate Finance 
The department deals with all 
aspects of corporate finance but is particularly active in 
capital market issues, mergers and acquisitions. 
ME Reporting to and deputising for the Head of Corporate ^ 
e Finance, your responsibilities will involve identifying 
rhunites, r running major transactions and 


yin your hese to mid dure you 
3 ive a proven track record of at least five 
years with a merchant bank, and be earning at 





! d Be 
establishing the Saigon government writ- 


in every village and hamlet as was done 
in Malaya), then the size of the conflict 
could have been limited — possibly suc- 
cessfully. 


I have tried to keep my theories in. 
step with Smith's volumes and eagerly 


await the final pair to see what his wash- 
up of the tragedy reveals. 


Paris Donald Wise 


| Smelling of roses? 


I appreciated Robert Cottrell's recent 
SHROFF [2 Jan.]. As a good friend and 
admirer of Hongkong's former banking 
commissioner Colin Martin, I not only 
appreciate his being remembered but 
am pleased to report that while he may 
have left, he is not gone. 

Martin is tanned, fit, given to blue 
denims and living in California. Rather 
than pushing up daisies, between con- 


sultancies for people who respect his 
not-inconsiderable talents, he is doing 


important things for rose bushes and 
flower beds. 

In a previous environment that did 
not permit deeper investigation on the 
actual banking site, Martin took it upon 
himself, with pleasure, to UnVEAOp in- 





Hong Kong -based 
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much, but people dc 


Realism, at last 
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Tokyo 





at and coinage of a realistic 
Hd the A iae 





post-colonia ie. "ECONO 
MONITOR, 14Dec. '85]. 

Why growk men (shrewd;-as the. 
survival and growth record prove 
should have been clinging to those ue 
realistic expectations when they sho 
well know how elusive those ¥dal 
under the best of circumstances a 
with best intentions and efforts, 1s puzi 
ing at the very least. 

Bowring’s sober expectations aW 
aims of stability for Hongkong sous 
much more realistic and mature, be 
cause even 1% growth means progre 
and success — unless, of course, 5% 
projected by the administratio 
Hongkong Fao 

















least £50,000. exclusive of benefits. "c t 

À highly competitive remuneration p ackage will include. 
expatriate benefits, a generous housing oan, ; anda results- | 
oriented incentive scheme. _ 


If you are interested in working it ina a highly entrépreneurial l 
and competitive environment for a professionally-minded — 
organisation — and meet the criteria described above, 

please send full cv, in strict confidence 
be forwarded to our client unopened. ( 
our Security Manager if listing companies to 
which it should not be sent.) 
Ref: 2084/FEER. 
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Address to 
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—— bu W ith Peking set to resume sovereignty over Hongkong 


-tion 
| nals, 


osario. Pages 24-30. 


in 1997, most media proprietors and editors have 
| moved unmistakably to appease China. Although the 

-media still offer a varied fare — with some independent- 
minded writers not mincing their words — it is doubtful how 
| much of a fight for press freedom they would put up, if and 
I when required. Prominent in this tilt to the Left, writes 

"Hongkong correspondent Emily Lau, are the mass-circula- 
wspapers and TV stations. The smaller political jour- 
hile struggling to make ends meet, are divided be- 


tweerathe pro-Peking ones and the independents, writes 
respondent Louise d 


Cover photograph by Li Yu Wan. 





Bge 12 | 
ajor spy scandal has rocked New 
v. allegedly linking an Indian busi- 
sman with foreign governments, 
cluding Taiwan. 





iges 13-16 
the final run-up to the Philippines’ 
esidential election, independent 


inion surveys predicted a close 

t, despite last-minute forays by 

ident Marcos’ family and massive 

s for opposition candidate Cora- 

n Aquino. But a major factor in the 

nduct and the outcome of the polls 

ere the roles of the military and the 
»man Catholic Church. 


iges 32-34 

search of Japan’s political role 
thin the Western alliance but want- 
J also to pull off a rapprochement 
th Moscow, Prime Minister Yasu- 
‘o Nakasone is weighing the pros 
id cons of formally participating in 
e US Star Wars programme. Mean- 
ile, Pyongyang appears ready to 


prove ties with Tokyo. 

ige 35 

alaysian businessman-politician 
n Koon Swan, charged in a Singa- 
re court with fraud, cheating and 
etting criminal breach of trust, re- 
‘ned home temporarily to a hero's 
'lcome. 








Page 38 

The recent sale of Thai rice and maize 
to China has bolstered SAP leader 
and Deputy Prime Minister Siddhi 
Savetsila's stature in the government. 


Pages 71-72 

Following the example of a handful 
of other international publications, 
Newsweek has now gone Japanese. 


Page 76 

A shuffle of South Korea's economic 
ministers signals a switch to reflation- 
ary policies as the money tap begins 
to reopen. 


Page 80 

The cross-Causeway repercussions 
from the collapse of the Pan-Electric 
group may lead to the Singapore 
stock exchange reducing its close 
links with its Kuala Lumpur twin. 


Pages 84-85 

Pakistan is moving ahead with plans 
to sell off US$124 million of its hold- 
ings in six state companies despite 
the resignation of Finance Minister 
Mahbubul Haq. 


Page 94 

The politics of holding the yen at a de- 
sired exchange rate are proving far 
more difficult than Tokyo or Washing- 
ton imagined. 


Page 94 

Singapore foreshadows a 60% cut in 
employer contributions to its Central 
Provident Fund in an attempt to bring 
down business costs, but critics say 
the impact will be marginal. 


Page 96 
Tumbling oil prices bring about the 
final demise of a US$1.7 billion project 


to ship liquefied natural gas from 


Canada to Japan, while a big coal pro- 
ject is also i in trouble. — 
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^: [Th -six arrested 
| for Kedah riot - 







arrested u 





ere i 






connection with a clash be- 





the northern village of Memali, 
Kedah, on 19 November, in 
which 14 villagers and four 
policemen died, Of the 153 
original detainees, 104 have 
been released, leaving the fate 
of 13 others unknown. TheISA 
carries with it two years' deten- 











every two years. 

Meanwhile, the Kedah Re- 
ligious Affairs Council ruled on 
2 February that the villagers, 
including local religious 
teacher Ibrahim Mahmud, bet- 
ter known as Ibrahim Libya, 
did not die martyrs. A political 
controversy ensued when Ib- 
rahim and 12 others were given 
Muslim burial rites accorded 
those who die defending the 
faith. 

The question of martyrdom 
became a political issue be- 
cause Ibrahim and several of 
his followers were members of 
the oppposition Parti Islam and 
their graves have since drawn 
hundreds of visitors who view it 
as a holy shrine. 

— Suhaini Aznam 


Indonesia to get 

US-made F16As 

The US Government has ap- 
proved the sale of eight long- 
range General Dynamics 
F16As to Indonesia in a deal 
worth more than US$200 mil- 
lion. Contingent on approval 
by the US Congress, Indonesia 
will recieve two versions of the 





















the early 1990s. Washington 
earlier approved similar sales 
| to Singapore and Thailand. 

m. — Paul Handley 


Malaysian lawyer 
acquitted of sedition 
Lawyer Param Cumaraswamy 
was acquitted of a sedition 
charge on 25 January for words 
uttered at a press conference 
last year in support of an ap- 
peal to the Pardons Board. 
Speaking then in his capacity as 
Bar Council vice-president, 
Cumaraswamy had defended 
the appeal of Internal Security 





Kie Chon and questioned the 
-way the Pardons Board had 
carried out its duties. 








9B “Meanwhile, 
Times journalist Sabry Sharif |. 






A total of 36; CUR been 
ysia's In- 
ternal Security “Act QUA) in | 


tween villagers and police in 


tion without trial, renewable 






aircraft — four of each — by- 


Act death-row detainee Sim 


New. Straits 


pleaded guilty to violating the 


Official Secrets Act on 23|.. 


January and paid a M$7,000 


| (US$2,828) fine. Sabry had re- 
ceived a secret military report 
about Malaysian Air Force 


plans to purchase four Awacs 


aircraft and published the in- 


formation. — Suhaini Aznam 


Cartoon aimed at Chun 
is banned in Seoul - 


A popular daily cartoon in the 
Hankook Ilbo, one of Seoul's 
four major daily newspapers, 
has been suspended following 
the publication on 19 January 
of a cartoon which seemed to 
























Chun: mocked. 


make fun of President Chun 
Doo Hwan. The cartoon ap- 
peared in the first edition of the 
newspaper but was withdrawn 


from later editions. 


The cartoonist, Ahn Ui 
Sup, was taken into custody for 
two days. Soon after his release 
he entered hospital, suffering 
from exhaustion. He was not 
beaten, but owing to his weak 


‘physical condition he was worn 


down by long hours of interro- 
gation. — Paul Ensor 


KMT sweeps local © 


Taiwan elections 


Taiwan held another round of 
local elections on 1 February, 
with the ruling Kuomintang 
(KMT) sweeping the vote, as 
expected. The KMT took 85% 
of the 1,146 seats at stake, 
which included small-town 
mayoral posts and country as-- 
sembly seats. Opposition can- 
didates were elected as mayors 
in three towns. 

‘The high vote for KMT can- 


didates reflected the strength 


of the party's organisation at 
the grassroots level and the op- 
position's failure up to now to 
establish a strong presence out- 
side the big cities. 


— Carl Goldstein 





E BUSINESS 


KL tin hoaa reopens as- 
Bangkok ends quotes 

An international reference price 
for tin was set on 3 February 
with the reopening of the Kuala 


‘Lumpur Tin Market (KLTM). 


after an absence of more 
than three months. 


set on turnover of just 36 ton- 
nes — below the M$18.50 mini- 


mum selling price urged upon 


their members by some miners’ 
associations. The KLTM had 
earlier imposed a ceiling of 150 
tonnes a day, equivalent to the 
average daily volume before 
the market’s suspension on 24 
October. The KLTM commit- 
tee said hesitant trading had 
been expected on the first day. 
The committee chairman also 
argued that the presence of in- 
ternational as well as domestic 
traders during the bidding was 
a good sign. 

Thailand, meanwhile, has 
stopped posting a daily tin 
price with the KLTM's re- 
sumption of trade. Only 10 ton- 
nes were traded on 3 February, 
against a daily average of more 
than 100 tonnes during the 


temporary Bangkok arrange- 


ment. — Correspondents 


Top Vietnamese economic 
official dismissed 

According to a brief announce- 
ment by the Vietnam news- 
agency, the State Council *de- 
cided [on] the resignation" of 
Vice-Premier for Economic 
Affairs Tran Phuong. No 
reason was given for the dis- 
missal. However, Western 
analysts think it indicates dis- 
satisfaction with the results of 
recent economic reforms 
abolishing subsidies and sub- 
situting cash payments for ra- 
tions in some cases. These 
changes led to serious econo- 
mic problems, including soar- 
ing inflation. — Nayan Chanda 


Burma to work directly 


| with foreign companies 


Foreign companies doing busi- 
ness with Burma's 55 state- 
owned economic enterprises 
have been asked by the govern- 
ment.Inspection and Agency 
Corp. (IAC) to terminate the 
services of their local ' 
cal assistants" representing 


them in Burma from 1 April. 

The firms have been asked to 
give to the IAC any office 
| equipment or records currently 
held by the agents. The move 


. A. price | 
of M$18 (US$7.28) a kg was 


‘techni-. 









000 technical 
dA enjoy h 
al standar 






sistants - 
salaries, a 


and who A o Aa ranks 


tired army and civilian gove 
ment officials. They were hi 
by the foreign firms origini 
to promote sales of their p 
ducts in Burma and bid in 
sponse to government tendi 
among other functions: Froi 
April, this work will be p 
formed by IAC. —M.C.1 


Zealand GDP slums 
in fhird-quarter 1985 

/ Zealand said its gr 
estic product fell byas 
lly adjusted, visio 
in the third [19e 
1985 — following 1.796 grov 
in the second quarter and 1. 
growth in third-quarte: 
According to Statistics: 

ment figures, GDP grew 3. 
in the year to September 19 
against 6.9% in the year-ear 
period. — A Correspond 


China to protect local 
electronics industry 
China will pursue protectioy 
policies to control imports 
computers and electronic p ü 
and sub-components, 
Premier Li Peng told a natio 
conference of electronics- 
dustry workers on 23 Janua 
Li said China should sou 
domestically some microcc 
puters and electronic com: 
nents, if they meet applica 













| quality standards. The gr 


output of the electronics sec 
reached Rmb 28 bill 
(US$8.8 billion) in 1985, 
said, an increase of 3095 o 
1984 and nearly triple the 
level. — Robert ' 


Korea Fund announces 
plans for new tranche 

The Korea Fund, a clos 
end investment company li 


ed on the New York Stc 


Exchange which buys Soi 
Korean securities unc 
the management of Scud¢ 
Stevens and Clark, plans 
open a second tranche 


| US$40 million. The new off 


ing, which will be the first si 
the fund was launched in 19; 
will bring its total value 
US$100 million. According 
Daewoo Research Institu 
which acts as a domestic i 
viser to the fund, the new ur 
will be sold at the market val 
of existing shares in three 
four months' time. Accordi 
to Ministry of Finance proj: 
tions, US$150 million will 
raised abroad in 1986. 

— Paul En: 





Sculptural grace with structural strength. An F/A-18 fighter speedbrake. 
Formed in graphite, to be lighter than aluminum. Yet stronger than steel. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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Hong Kong 
World Fair Consultants Ltd. 
Attn. Mr. Tony Fung 
1/F Tinta House 
44, Wellington Street 
Central Hongkong 
ME . Tel.:5-226646 -7 
pa Telex: 64878 PTCL HX 
` India 
K. S. Hirlekar Representative 
. Western India House 
Sir Pherozshah Mehta Road 
i. Bombay 400001 
St s Tel.:251931 
3 . Telex: KSHI 011-2504 


` Indonesia 
$ E. Sii Harapan Abadi 4 
ermata Hijau 
— Blok, No. 14 «o 
. Jakarta-Selatan : ] 
Tel.: (021) 5482853/5484560 in thd 
. Tele: 46369 CHAIA. Mies 
` Japan $ 
- Zainichi Doitsu Shoko Kaigisho 
Central P. O. Box 588 
Tokyo - 100 - 91 
. Tel.: 581-98 81/3 
* Telex: J 26229 GERHAKA 


New Zealand 
Fairs of Europe - 
P.O. Box 3076 . 
. Auckland! 
Tel.: 33-039 
- Telex: 21883 


Pakistan 
_ Tariq Brothers 
Plot No. 29, Sector Nr. 28 
- Korangi Industrial Area 
- Karachi 14 - 
2- “Te 310404 
= . Telex: 2781 tariq pk 
|. Philippines 
G. Magnus - Manufacturers' and 
Fairs’ Representative ; 
` £O.Box 2075 uU 
EM Manila ^ 
É- Tel.: 478941 
Bc. Telex: 27 686 MAGNUS PH 


Singapore 
Moneta Investments Pte. Ltd. 
Francis Loh 
‘17 Phillip Street 
* 09-00 Grand Building 
. Singapore 0104 
Tel.: 914800 
Telex: 55046 Ih chan 
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. South Korea . 

. Korean- German Chamber 
of Commerce and Industry 
C.P. O. Box 4963 

.. Seoul 

-Tel.: (02) 77615 46-9 : 
Telex: dkihk k22640 ' | | the new season 


determine - 





Taiwan NS 
- Deutsches Wirtschaftsbüro p | 
s cd dou Bldg. 1516 is decided 
Taipei ; 
Tel.: (02) 5964271 
Telex: 26226 GERTRADE 


Thailand 

German-Thai Chamber of Commerce 

P. O. Box 17 28 i 
Bangkok | . interstoff, 
Tel.: 2339113 at 

Telex: 82836 GTCC TH 


For further information: 
BUE. Messe Frankfurt GmbH 
CE POB 970126 
|. . .....D-6000 Frankfurt am Main 97. 
- .. West Germany 
S Tel.: (069) 7575-0 
p. lex: 42350 mesa d 
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WONGYANG PILGRIMS 


anew kind of approach from North 
»rea; its Council of Churches has 

t out feelers about sending a 
Megation of clergy to Australia and 
ew Zealand, following up initial 
intact made at a world peace 
inference in Prague in July 1985 by a 
ur-member North Korean 
Negation. Australia's Uniting 
aurch, which received a letter from 
ongyang's church council, is 
terested in the proposal but wary 
out political implicatighs. It may 
ek a balancing visit froyn Protestant 
poe in South Korea} with which 

as well-developed relgtions, and 
courage a dialogue og Australian 
il. The North Korean$ have made a 
milar request to New Zealand 
rches for a visit this year. 


ON THE GO 
ne Thai Foreign Ministry is 
»ncerned over a series of visits 
Ketnamese Ambassador to Thailand 
ran Quang Co has made to the 
buntry’s northeast region without 
Korming Thai authorities. Although 
iere is no restriction on where he can 
», the ministry says prior notification 
"his movements is considered 
aportant for safety reasons. The 
mbassador is understood to have 
zen attending social functions, but 
oservers note that the northeastern 





provinces are home to thousands of 
Vietnamese refugees who fled their 
country during the French-Indochina 
war and never returned. Most have 
inter-married with Thais, but some 
officials feel they still represent a 
security risk. 


ILL OMEN ABSENCE 

aS Rumours 
circulating in 
Hanoi about 
Vietnamese 
Communist Party 
Secretary- 
General Le 
Duan’s ill health 
gained credence 
when he failed to 
appear at.a Lunar 
New Year 
get-together on 2 February of veteran 
revolutionary cadres. The meeting 
was attended by the number two at 
the politburo Truong Chinh, Le Duc 
Tho and other top leaders. The 
rumours say Le Duan is in the Soviet 
Union for treatment of a kidney 
ailment. 


WHAT DID YOU SAY? 


In an apparent attempt to dissuade an 
already nervous financial community 
from talking to the foreign media, the 
Monetary Authority of Singapore has 
been writing to some banks whose 
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executives have been quoted in 
foreign publications, asking for 
confirmation of the accuracy of the 
quotes. 


SEE NO SEABOARD 


The World Bank draft report, which 
casts doubt on the viability of 
Thailand's eastern seaboard 
industrial development programme 
(REVIEW, 9 Jan.), was negatively 
received by the Japanese who are 
providing the bulk of the 
programme's financing requirements. 
Acting on instructions from Tokyo, 
the Japanese mission in Washington 
lodged a protest with the World Bank 
office there. 


DOCTORS ON THE CHEAP 


Five Vietnamese doctors have been 
sent by Hanoi to work in Vanuatu, 
following a request by the 
government of Prime Minister 
Walter Lini. The doctors, who 
arrived in Port Vila in January, will 
be assigned to public clinics during 
their one-year assignment and paid at 
local rates. Although Vanuatu insists 
the choice is simply economic — it 
cannot afford the salaries required to 
attract Western doctors — the 
exchange will inevitably arouse 
concerns that Vanuatu is flirting 
again with the Soviet bloc out of 
radical leanings. 





ANGLADESH 
The country was brought to a virtual 
dstill for six hours by a national strike, 
Lu simultaneously by the opposition and 
government (3 Feb.). Anti-government 
udents set three residence halls on fire at 
lhaka University and chased off bomb and 
one-throwing rivals as fresh violence flared 
n campus (4 Feb.). 


HINA 

A total of 370 officials in the northeast 
ty of Harbin were under investigation for 
yrruption, the largest number yet reported 
1 the communist party's crackdown on 
rongdoing, the People's Daily said (29 
an.). Three high-ranking officials in north- 
ast Heilongjiang province were arrested on 
harges of accepting bribes and were expel- 
'd froin the communist party, an official 
ewspaper said (4 Feb.). 


IONGKONG 

A comprehensive case for the non- 
thnic Chinese and ex-servicemen to 
e granted full British citizenship was pre- 
nted to the British Government in talks in 
ondon (3 Feb.). Additional charges were 
lid against two former top Bumiputra Ma- 
iysia Finance bankers who are being de- 
uned in London pending Hongkong extra- 


dition proceedings, it was reported (4 Feb.). 


INDIA | 

Two of the three Sikhs sentenced to death 
for the murder of Indira Gandhi lodged an 
appeal with the New Delhi High Court on 
the grounds that the death sentences were il- 
legal (29 Jan.). Pope John Paul arrived for a 
visit (7 Feb.). Police in Ranchi arrested 35 
Hindus who were demonstrating against the 
visit of the Pope to this industrial town, it was 
reported. An unemployed Catholic was ar- 
rested in New Delhi for throwing a large 
firecracker that exploded 25m from the Pope 
as he left a crowded indoor stadium (2 Feb. ). 
Police arrested 2,000 demonstrators protest- 
ing against sharp price rises in petrol and 
food as major opposition parties threatened 
a national campaign against increases, it was 
reported (3 Feb, j- 


MALAYSIA 

Tan Koon Swan returned to a hero's wel- 
come from Singapore where he had pleaded 
not guilty to 15 charges of abetting criminal 
breach of trust, fraud and cheating (2 Feb.). 


PAKISTAN 

During a rally attended by 50,000 sup- 
porters in Islamabad opposition leaders de- 
manded the immediate resignation of Presi- 


THE WEEK | 


e 
dent Zia-ul Haq and called for democratic 
elections (29 Jan. ). 


PHILIPPINES 

A local leader of the ruling Kiluang 
Bagong Lipunan was shot dead in the pro- 
vince of Albay, the Philippine News Agency 
said. Opposition leaders accused President 
Ferdinand Marcos of forcing and bribing vot- 
ers to put their thumbprints on ballot papers 
scrawled with his name (30 Jan.). About 
6,000 leftists burned effigies of Marcos and 
US President Reagan after troops behind 
barbed wire blocked their march on the pre- 
sidential palace (2 Feb.). Hundreds of 
thousands of people attended a political rally 
held for presidential candidate Corazon 
Aquino in Manila (4 Feb. ). 


SOUTH KOREA 

Dissident Protestant minister the Rev 
Moon Ik Hwan was taken from his home by 
plainclothes agents who did not show any 
warrants, his organisation said (29 Jan.). 
Police put leading dissident Kim Dae Jung 
under house arrest again to prevent him from 
attending an anti-government sit-in, his 
aides said (37 Jan.). An appeals court re- 
duced jail sentences on 19 students who oc- 
cupied the US Information Service library in 
Seoul last year, court officials said (4 Feb. ). 
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Taiwan and Western agents linked to a businessman 


Cloak-and-dollar case 


By Salamat Ali in New Delhi 


he Indian capital has been rocked by 

a major spy scandal after police ar- 
rested a New Delhi businessman, Ram 
Swaroop, late last month for selling offi- 
cal secrets to foreign governments. 
Soon after Swaroop's arrest, two junior 
cabinet ministers resigned and the 
shockwaves of the affair could reach 
leading local journalists and academics 
as well as several rightwing opposition 
politicians. 

Swaroop, known in the capital's so- 
cial circles as Taiwan's unofficial ambas- 
sador — New Delhi and Taipei have no 
diplomatic relations — was charged 
with subverting "India's political sys- 
tem" at the behest of the intelligence 
agencies of the US, West Germany, Is- 
rael and Taiwan. The recent case, the 
third major unmasking of espionage 
networks in three years, comes in the 
wake of the Larkins brothers' case in 
1984 and that of businessman Coomar 
Narain last year. 

The Larkins brothers — one a re- 
tired air-vice-marshal, the other a re- 
tired major-general — were tried in 
camera and sentenced for selling de- 
fence secrets to the US. The Narain 
case, still pending in court, also in- 
volved several foreign governments, in- 
cluding France and Poland, and turned 
out to be highly embarrassing to the 
Soviets. 

The Narain network, which ex- 
tended to high officials of several minis- 
tries, the prime minister's secretariat 
and the president's office, led to the re- 
signation of P. C. Alexander, the then 
principal secretary to the prime minis- 
ter. Although Alexander had no link 
with the network, he took moral re- 
sponsibility for his subordinates and re- 
signed in the “best traditions of the In- 
dian civil service." He is currently New 
Delhi's high commissioner to London. 

In the case of Swaroop, the police 
charge-sheet filed in a New Delhi court 
contained the names of two Indian 
ministers of state — K. P. Singh Deo 
and Chandulal Chandrakar — who 
promptly resigned on 27 January. So did 
Sanjeevi Rao, the chairman of India's 
official Electronics Commission. 

Others linked in the police docu- 
ments to Swaroop's operations were: 10 
MPs including P. Upendra, the leader 
of the Telugu Desam Party, the largest 
opposition party in parliament; several 
prominent journalists and other public 
figures — including former foreign 
minister and Janata Party president 
A. B. Vajpayee and Kantilal Desai, 
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Lekhi: intriguing twists. 





son of a former prime minister — and 
several retired senior armed forces’ of- 
ficers. 


ro is a self-admitted lobbyist 
for Taiwan, and a local press report 
suggested he also doubled as an infor- 
mant to an Indian intelligence outfit, 
helping it keep atab on communist ac- 
tivities in the country. He has claimed 
credit for boosting India's trade with 
Taiwan from a meagre US$10 million 
annually to about US$200 million dur- 
ing the past decade. Although he is de- 
signated formally as an unpaid repre- 
sentative of the Far East Trade Service, 
described as a business promotion or- 
ganisation of Taiwan, Swaroop also 
serves as head of the local chapter of the 
Pacific Anti-Communist League, which 
has branches in many countries includ- 
ing those of Asean. 

Active in various other anti-com- 
munist front organisations, especially 
those aimed at China, Swaroop’s past 
activities have roused the wrath of 
Chinese diplomats here. The Chinese 
Embassy complained to the Indian 
Foreign Ministry that Swaroop was as- 





PANA-INDIA 





sociated with its enemies, y 
engaged in collecting inte 
gence about China and was 
volved in other activities “at 
instance of certain powers 
tereged in damaging Sino- 
dian glations.” 

THe Soviets are also unhay 
withwaroop. The police hi 
charged him with using key pi 
lic fig&es to collect informat. 
and undertake assignments 
damage Indo-Soviet relatio 
after having entertained th 
lavishly and sending ‘them 
free trips abroad. ! 

Now the Soviets are ob 
ously happy, because some in 
dents which have embarrass 
them in India have been label! 
by the Indian police as the han 
work of Swaroop's operatio 
For instance, it is claimed that 
Swaroop's behest a former M. 
cow correspondent of the Pr 
Trust of India complained to 1 
Press Council of India — an o 
cial media watchdog — abı 
Soviet influence in the agen 
Swaroop is also accused of usi 
American funds to organ 
seminars on the Afghan issue 

He allegedly used his inf 
ence with Desai during t 
Janata Party government in the k 
1970s to bring about a serious cabit 
discussion on repeal of the Indo-Sov 
rupee trade. He is also accused of usj 
two well-known academics of 
Delhi's Jawaharlal Nehru University 
promote anti-communist causes. One 
them, Prof. Jai Shekhar, is India's t 
authority on the Indo-Soviet rup 
trade and a longtime campaign 
against it. 

The classified information Swaro 
allegedly obtained and passed on 
foreign agents included details abo 
the relationship between Prime Min 
ter Rajiv Gandhi and state chief min 
ters, the activities of Gandhi's clos 
aides and analyses of political issues. 

He also had a hand in planting p: 
liamentary questions through frienc 
MPs and writing "propaganda articl 
and letters" in Indian publications usii 
materials received from Americ: 
sources. 

There seems to be more to tl 
Swaroop spy scandal than meets tl 
eye. In applying for bail he had allegec 
frame-up by elements of the Soviet i 
telligence agency, KGB, “who have, | 
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sign or mischance, crept into our law- 
forcement agencies." He further con- 
aded that, fortunately, the KGB had 
t taken over the job of law-enforce- 
ent in India even though “some over- 
alous officers are acting as surrogates 

the KGB.” “i 

In yet another intriguing twist to the 
andal, even Swaroop’s lawyer, P. N. 
khi, has been linked to a charge. Ear- 
r, Lekhi had filed a case in the New 
»Ihi High Court for Swaroop contest- 
2 the stationing of four KGB officials 

the Soviet Embassy in New Delhi. 
*khi had shown in his submissions that 
e four had been declared persona non 
ata for their espionagd activities in 
her foreign postings. 

Police now claim that Qwaroop later 
‘mitted to paying Lekği Rs 20,000 
JS$1,640) for organijing an anti- 
sviet seminar on Afghanistan and 
tother Rs 48,000: for two trips Lekhi 

e to Geneva last year. These sums, 
m allegedly admitted, came from 
erican sources. 

Lekhi had sought anticipatory bail 
t Swaroop last October but the gov- 
nment’s lawyer had objected to 
ekhi’s appearance on the grounds that 
* could be a witness in Swaroop's trial. 
ekhi, who also defended Satwant 
ngh, charged with shooting Indira 
andhi, claims that the government 
ants to drag him into the spy case to pre- 
nt him from exposing Mrs Gandhi's 
leged US$35 million in secret Swiss- 
ink accounts and to discourage him 
om pursuing the theory that Mrs Gan- 
hi’s murder was a family affair. 


ll the Israeli, American and West 
German diplomats named in the 
aarge sheet as Swaroop's controlling 
fficers left India long before the police 
arted looking into his activities last 
ear. The only alleged American con- 
t still in India is a second secretary in 
embassy’ political section. Both the 
est German and US embassies denied 
n 29 January that any of their officers 
ad engaged in espionage. A statement 
om Taipei also denied any involve- 
ient, Israel, which has only a consulate 
1 Bombay, has made no comment in 
ne with the low profile it maintains in 
idia. 

While denials by foreign govern- 
ents were expected, local observers 
ʻe puzzled about how MPs could have 
yne to Taiwan without the govern- 
ent’s knowledge, as no state function- 
y including legislators can accept 
reign hospitality without official 
earance. 

In addition to the charges for which 
waroop is being tried, New Delhi has 
ecided to appoint a Supreme Court 
idge to receive evidence from the pub- 
> figures involved on a “voluntary 
asis." Apparently, the idea is to allow 
ie people linked with Swaroop to clear 
ieir names without being dragged into 
ie lower court as witnesses. 
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The Comelec factor 


Roman Catholic Church is warned to stay out of politics 


By Guy Sacerdoti in Manila 


"I" wo last-minute directives by the offi- 

cial Commission on Elections (Com- 
elec) bolstered President Ferdinand 
Marcos' chances of victory in the 7 Feb- 


ruary presidential election. Comelec is- 


sued an official warning to the powerful 
Roman Catholic Church, whose leaders 
have been sympathetic to opposition 
candidate Corazon Aquino, not to get 
involved with political activities during 
the election. The commission also de- 
putised the Armed Forces of the Philip- 


pines (AFP) to police the poll. 


Despite assurances from Marcos that 
deputy chief of staff Lieut-Gen. Fidel 
Ramos and the Philippine Constabulary 


tint and the Integrated National Police 


INP) would be responsible for ensuring 
clean and honest elections, Comelec’s 


CHARLYN ZLOTNIK 


Marcos: chances bolstered. 





decision to add the AFP in that role 
gave the military followers of chief of 
staff Gen. Fabian Ver a bigger say in the 
election (REVIEW, 6 Feb.). 

After initially limiting military secu- 
rity for the polls to the PC and the INP, 
Comelec announced it had identified 
800 potential “hot spots" in mid- 
January which could require protection. 
Comelec then deputised AFP com- 
mands in the western Visayas and Min- 
danao, where communist insurgency is 
most active. 

Recently captured communist docu- 
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ments revealed that while the msurgents 
would harass government troops, they 
would not snatch ballot boxes. 
Nonetheless, various military com- 
manders submitted reports predicting 
the potential for widespread violence. 
In the province of Pampanga, for exam- 
ple; the recently appointed regional 
commander Pedrito de Guzman satd 
103 villages were targets for communist 
harassment. The province is not consi- 
dered a hotbed of communist activity, 
though it was dominated by the opposi- 
tion in the 1984 national assembly polls. 

Comelec warned church leaders not 
to influence voters in any way. Its 3 Feb- 
ruary resolution said that while church 
leaders did not mention candidates by 
name, recent pastoral letters read in 
churches *leave no room for doubt" as 
to which candidate was favoured. The 
letters implied that the government had 
restricted the media coverage of the op- 
position candidate and said that while it 
was all right to accept money from cam- 
paigners — a clear reference to Marcos’ 
political largesse during the campaign 
— it was a sin not to vote one's con- 
science. Violation of the Comelec re- 
solution could bring a prison sentence of 
onë to six years. — 

In view of the decisions by Comelec, 
and because of widespread concern that 
the government would manipulate the 
vote, checks and balances of the coun- 
trys complex voting system became 
more crucial in the run-up to election 
day. 

Running the elections is the constitu- 
tionally mandated Comelec, whose 
members are appointed by the presi- 
dent. Marcos has frequently come 
under fire from opposition leaders for 


stacking the commission with loyalists. 


However, sirice the 1984 elections, most 
observers say Comelec, currently under 
chairman Victorino Savellano, has tried 
at least to appear impartial and has 
recently been more sympathetic to op- 
position demands for greater safe- 
guards. 


onetheless, on election day hun- 

dreds of thousands of Filipinos were 
expected to take personal measures for 
protecting their vote. These measures, 
some of which were used in previous 
elections, included voters guarding bal- 
lot boxes during counting, with some 
chaining themselves to the boxes con- 
taining tally sheets. The aim of these ac- 
tions was to ensure that the boxes are 
not tampered with or switched outright 
in transit from voting precincts to 
municipal and provincial counting 
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assembly. wo reed 

The printing of ballots and their ship- 
ment to the 84,700 voting precincts is 
critical. As of 4 February, there were 


ese | 26.1 million registered voters. Extra 


ballots, 1095 of the total, had been 
printed for use in case of spoilage. But 
there were. fears that, as in the past, 
some would be used for "ghost" votes, 
largely in Marcos strongholds. 

In Philippine elections, balloting is 
usually carried out in school buildings. 
Each polling place has 30 or more pre- 
cincts or polling booths. A poll clerk 
and two deputies — normally teachers 
— check the names from a list of regis- 
tered voters and hand out the ballot. 
The voter sits behind a curtain and 
writes out the names of the presidential 
and vice-presidential candidates of his 
choice on the blank ballot. 

With a view to assist first-time or 
less-educated voters, party representa- 
tives are allowed to distribute sample 
ballots, 50 m outside the polling places. 
These samples, nearly identical to the 
real ones, show the people how to fill in 
the names of the candidates. While 
these samples are not supposed to be 
brought into the polling places, such 
practices have occurred in past elec- 
tions with unwary voters merely copy- 
ing the samples on to the genuine 
ballots. 

Voters can fil in  candidates' 
nicknames on the ballot, provided these 
are registered with Comelec. But in past 
elections, disputes over nicknames have 
reduced the votes for opposition candi- 
dates. In strong opposition bastions the 
ruling Kilusang Bagong  Lapunan 
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sample ballots misspelling opposition 


candidates’ names to increase the 
number of spoiled ballots. 

Aside from the poll clerks, each 
party has a poll watcher in each precinct 
to ensure rules are followed. Also al- 
lowed in precincts is a representative of 
accredited citizens’ watchdog agencies, 
the largest being the National Citizens 
Movement for Free Elections (Nam- 
frel), which was expected to cover some 
85% of the total precincts in the country 
with an estimated half a million volun- 
teers. 


Bi boxes have three locks, with 
the keys held separately by each 
partisan poll watcher and the local elec- 
tion inspector until the votes are 
counted. However, in past elections, 
pore in rural areas, the keys were 

ept together, allowing for ballot stuff- 
ing — usually during the noon slack in 
voting. 

After the voter casts his ballot, a poll 
deputy marks the voter's index finger 
with indelible ink to prevent multiple 
voting. In the 1984 national assembly 
elections there were cases of double 
VOS as the ink used could be washed 
off. 

When the voting ends, the boxes are 
opened in the presence of party watch- 
ers and the votes are read out in public. 
Watchers, including the Namfrel repre- 
sentative, are allowed to look over the 
shoulder of poll clerks as they read off 
the votes, which are tabulated on a 
chalkboard. When the count is finish- 
ed, the results are entered on six 
tally sheets, one of which is kept inside 





What the polls.said . . . 


Predictions of a close race to Malacanang Palace 


A series of polls, claiming nationwide 
coverage and accepted scientific 
methods, were conducted in the final 
weeks before election — some clearly 
partisan and predicting sweeping vic- 
tory for their favoured candidate and 
others apparently more objective and 
forecasting a close fight. They also es- 
tablished that Mrs Aquino was strong in 
the cities and Marcos in the countryside. 
One poll taken by a University of the 
Philippines professor and two graduate 
students showed Marcos ahead of Mrs 
Aquino 53:37, with 9% undecided. A 
regional survey by the Marcos-control- 
led Daily Express reported that Mar- 
cos would win by 2 million votes (there 
are 26.1 million registered voters), with 
Mrs Aquino winning only in the south- 
ern Luzon region of Bicol and in a few 
provinces north and south of Manila. 
The capital, it said, was too close to 


Hr call. A third survey done by a private 


group, Consumer Pulse Inc. and re- 
eased by the government's Office of 
Media Affairs found that out of 3,400 





respondents from both urban and rural 
areas, 45% were for Marcos with 26% 
for Mrs Aquino and 29% were unde- 
cided. The opposition has publicised 
polls forecasting Mrs Aquino's victory 
at 60:40 or even 70:30. 

But honest polls, including those 
taken by the contending camps for in- 
ternal use, presaged a very close race. 
One detailed KBL survey of Cebu Is- 
land showed a typical breakdown be- 
tween urban and rural sectors. Overall, 
Marcos came out ahead but by only 
4,789 votes; the 1.11 million voters 
would be split at virtually 50:50. 
Marked contrast was expected between 
Cebu City, which has been an opposi- 
tion bastion, and the countryside, large- 
ly controlled by one of the better-known 
“warlords,” Ramon Durano. Tradi- 
tionally, Cebu has been won by Marcos 
and his KBL because of the rural vote. 

According to the survey, which was 
broken down into a total of 54 subdis- 
tricts, Mrs Aquino was expected to win 
Cebu City and the nearby Mandaue 
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. the box, with the others disi ribt ted. 
the election dr IS vector, th € 3 two pa | 
poll watchers, the citizens’ watchd 
representative and the Comelec reg 
trar. A precinct tally form is also filli 
Out. TIC 

The boxes are then transferred | 
municipal canvassing. or countii 
centres where checks are made in ca 
of disputes. Important at this stage a 
the Comelec registrar's. tally-she 
copies, which are collected from tl] 
precincts and put into a second. tall 
sheet box, again with three locks, ai 
transported to municipal and provinci 
canvassing centres, In the past, the 
transfers hav§ involved massive frau 
In some casgs, new tally sheets ar 
even entire Woxes have been switche 
with genuineWboxes, either en route | 
the canvassing centres or inside tl 
centres. ; 

Three-and-a-half hours after votii 
ends, provincial canvassing is suppo 
to begin, though in the past delays o 
to two days have been known to occ 
Present during the official tally-she 
count are Comelec registrars and par 
representatives who should have 
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Mrs Aquino: strong in the cities. 


City 75:25. Outside the provincial cap 
tal, Marcos was expected to garner 58' 
of the total votes, with an estimat« 
86% voting for Marcos in Durano’s fir 
district and as much as 99% in Dani: 
City from which Durano hails. Cor 
puter projections outlined fij 
"scenarios" — the best case for Marc 
with him winning 60% outside the ci 
and 35% in the capital (an overall le: 
of 77,000 votes) and the worst case of 
55% rural vote and 30% in the city fi 
him (a defeat by 26,500 votes). 
Another survey, done by an indu 
trialist with KBL connections, showe 
Mrs Aquino leading nationwide 60:4 
(REVIEW, 6 Feb.). It forecasted lan 
slides for Marcos in Northern Luzc 
(the Ilocos region, 79:21; La Unio: 
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sand the collated copies of precinct re- 
arns. In 1984 many opposition poll 
'atchers did not have their copies, 
yme complaining that they were 

E from them by government offi- 
als. 

Also, tally-box keys are supposed to 
ve held by government and opposition 
vatchers, but again in 1984 this was fre- 
mently not the case. At the provincial 
entre, the tally boxes are then opened 
ind the final count transmitted to the 
peaker of the national assembly. 

The national assembly meets in ses- 
kon to conduct the final count. Under 
he law, it should meet within 30 days 
"fter polling day and prgelaim the win- 
ier within 15 days of the opening ses- 
fon. 

While the polling syjtem provides 
»pportunities for massi fraud, Nam- 
wel’s “quick count" dfiring the 1984 
lections proved somewhat of a deter- 
ent. In 1984, to the surprise of Comelec 
nd the government, Namfrel had ar- 
—ged'to have precinct tallies phoned 
nto its national quick-count centre in 
Aanila. By midnight, Namfrel had 
.chieved a valid enough count to pre- 
'ent cheating — at least in regions 
where it had its watchdogs. 

This year, after weeks of negotia- 
ions, Comelec and Namfrel agreed to a 
»arallel quick count. Under the agree- 
ment reached on 3 February, Namfrel 
volunteers will take the official precinct 
ally form to the local Comelec election 
egistrar, who will certify it as correct if 
t matches his own copy. The Namfrel 
rolunteer will transmit the certified re- 
sult to Comelec’s and Namfrel’s head- 
juarters in Manila. u 





89:11, and Isabella province, 61:39), 
but made the rest of the country look 
strongly pro- Aquino. Like the KBL sur- 
vey, it projected large support for Mrs 
quino in Cebu City (71:29), and went 
to place the province as a whole in 

er favour at 56:44. 

A close race was expected in central 
Luzon (Nueva Ecija voting 51:49 for 
Marcos, for example), though it did not 
show figures for the important pro- 
vinces of Pangasinan, Bulacan or Pam- 
panga. Predictably, Mrs Aquino looked 
strong in Tagalog-speaking areas south 
of Manila, in the Bicol region and in 
coastal areas of Mindanao. Somewhat 
surprisingly, and contrary to govern- 
ment propaganda about communist 
support for Mrs Aquino, areas in which 
the insurgency is strong were split 
between her and Marcos, the survey 
said. 

While insurgent areas of Bicol and 
Mindanao were strongly pro-Aquino, 
Samar, where the insurgency has long 
been entrenched, and Negros, where 
the sugar crisis has spawned significant 
rebel activity in recent years, were more 
or less split in the middle, given margins 
of error. — Guy Sacerdoti 
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Hedging their bets? ; 


Cabinet ministers contribute little to Marcos campaign 


By Rodney Tasker in Manila 


Js by media coverage of the 
campaign, Marcos has fought the 
greatest political battle of his 20- 
year rule almost single-handed. So little 
was heard from Marcos' leading party 
cohorts during the campaign that politi- 
cal analysts believed the president re- 
lied more on his own waning charisma, a 
huge campaign treasure chest and well- 
paid local officials and political warlords 
than his purportedly faithful cabinet 
ministers. 

At the start of the 57-day campaign, 
a senior minister said, it was decided in 
Malacanang Palace that “everyone 


worth his political salt in the party” 
should go out and persuade Filipinos to 
vote for another six years of Marcos. 
When Mrs Aquino threatened last 
December to bring Marcos to justice for 
abuse of power if she won the election, 
the president, sources said, called in his 


Rono; Ople: disgruntled workhorses. 

political and economic disciples and 
pointed out that while he was constitu- 
tionally immune from such legal re- 
tribution, they were not. Yet the im- 
plied threat appeared to have aroused 
only a moderate response among Mar- 
cos senior comrades in the ruling 
KBL. 

In the final weeks before the elec- 
tion, Marcos relied more on his im- 
mediate family than his ministers to 
press the campaign at the national level. 
This in turn reportedly led to some dis- 
gruntlement among those in his stable 
of political workhorses, such as Deputy 
Prime Minister Jose Rono, Defence 
Minister Juan Ponce Enrile and Labour 
Minister Blas Ople. 

Leading the family effort was Mar- 





cos' wife, Imelda. She spent most of the 
campaign either at her husband's side or 
conducting her own rallies, alterna- 
tively attacking Mrs Aquino on a per- 
sonal level and expounding mystically 
on her own perceived utopia of a society 
founded on love and beauty. Whether 
Mrs Marcos’ highly visible campaign 
helped her husband is questionable. 

One election scenario taken seri- 
ously by some political observers in 
Manila was that given the ageing Mar- 
cos’ poor health, Mrs Marcos would be 
quietly slipped in to replace him as pres- 
idential candidate, or Arturo Tolentino 
as vice-presidential candidate, during 
polling — a perfectly legal manoeuvre 
under the election code. Such a ploy was 
even articulated by Mrs Aquino during 
one of her campaign speeches 

However, Mrs Marcos could expect 
solid opposition to any such move, 
even from senior KBL 
members. “I think even 
some members of the ruling 
party will advise against it,” 
Enrile told the REVIEW 
when asked about any pos- 
sible election plot to put 
Mrs Marcos in the running 
for president or vice-presi- 
dent. 

While Mrs Marcos was 
leading the campaign her 
three children — Imee, Fer- 
dinand and Irene — were 
brought in to work behind 
the scenes, Imee, the Mar- 
cos’ eldest daughter, a 
member of the national as- 
sembly and considered to be 
intelligent and politically as- 
tute, galvanised the Kaba- 
ang Barangay, a 20,000- 
strong pro-Marcos youth 
movement, to campaign for 
the young vote, handled 
radio and TV broadcasts 
and made many campaign appearances of 
her own in various parts of the country. 

The Aquino election camp also was 
heavily stocked with family members: her 
brother, businessman Jose Cojuangco, 
acted as unofficial campaign manager, 
while his wife helped to organise 
Mrs Aquino’s campaign in the southern 
Philippines; her late husband Benigno 
Aquino’s brother Paul, also a business- 
man, took a leading role in organising 
her provincial rallies, and her sister-in- 
law, Lupita Kashiwahara, acted as 
spokesman and political adviser. 

Unlike pro-Marcos ministerial cam- 
paigners, who apart from other consid- 
erations were also working to stay in of- 
fite, Mrs Aquino made it clear from the 
start that any opposition leaders cam- 
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paigging for her would do so with no 
strings attached. While a few opposition 
leaders, such as southerner Aquilino 
Pimentel and veteran Lorenzo Tanada, 
were favoured with inner-circle status, 
others were expected to campaign for 
Mrs Aquino independently with moral, 
rather than material, fulfilment as their 
reward. 

Outside the family, Enrile, Ople and 
Rono appeared to have been the only 
cabinet ministers active in the cam- 
paign. Given Enrile’s and Ople’s presi- 
dential ambitions, it is debatable whe- 
ther they were campaigning for Marcos 
or themselves. 

Enrile had a comparatively easy time 
organising rallies in his home province 
of Cagayan, part of the mainly Ilocano 
clan area which Marcos, an Ilocano, 
considers his “solid north.” The north- 
ern Luzon area has been the privileged 
recipient of state largesse for the past 
two decades of Marcos’ rule. 

Significantly, while Enrile urged 
people to vote for Marcos in his rally 
speeches, local KBL officials who ac- 
companied him drew cheers by refer- 
ring to the celebrated local boy as a fu- 
ture president. It was clear that while 
Enrile sought an overwhelming major- 
ity of votes for his boss of 20 years 
among the 1.3 million people in Region 
II, he also aimed at strengthening his 
own bailiwick for future political con- 
tingencies. 


Fo Ople, said to have been upset that 
he was not chosen as vice-presiden- 
tial candidate, it was a different story. 
While he is noted as Marcos’ leading 
politician from the Tagalog region of 
Central Luzon, an opposition candi- 
date, Rogaciano, Mercado, topped the 
poll in his native province of Bulacan in 
the May 1984 national assembly elec- 
tions. Even some KBL pundits expect 
the province to go for Mrs Aquino in this 
election. 

So, political sources said, he made 
only a few forays to his province 
during the recent campaign, preferring 
to make political statements and talk to 
foreign newsmen in Manila. 

Rono campaigned mainly in the 
Eastern Visayan area of the central 
Philippines. A native of the island of 
Samar, next door to Mrs Marcos' island 
of Leyte, Rono worked quietly on what 
even opposition campaigners conceded 
could be a KBL-majority vote in East- 
ern Visayas. Unlike Enrile and Ople, 
Rono is not known to have presidential 
pretensions, though a Marcos election 
defeat would undoubtedly consign him 
to the political wilderness. 

Other lesser political figures from 
Marcos' cabinet have also been cam- 

aigning in a desultory, low-key fashion 
in their home provinces. Prime Minister 
Cesar Virata, a respected technocrat 
but not noted as a politician, has made a 
few campaign trips to his province of 
Cavite, just south of Manila; elder- 
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Enrile: ‘celebrated local boy.’ 





ly Land Reform Minister Conrado Es- j — " | 


trella has been working on Pangasinan, 
a Central Luzon province which many 
political analysts expect to be won by Mrs 
Aquino, and Tourism Minister Jose As- 
piras, known to be closer to Mrs Marcos 
than the president, has shown his face to 
crowds in La Union, part of the pro- 
Marcos northern Ilocos region. Yet the 
impression among observers is that these 
figures, all of whom have been with 
Marcos throughout his long tenure in 
power, have come to the aid of the party 
in a somewhat half-hearted fashion. 
Whether the general lack of cam- 
paign activity among Marcos' cabinet 
colleagues was a sign of hedging in the 
face Mrs Aquino's increasingly appa- 
rent popularity is difficult to gauge. 
What is known is that most KBL leaders 
privately admitted that election fraud 
was to be expected and the ruling 
party, with its massive network of local 
officials and other party workers down 
to the village level, was in a far better 





ee 
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position to arrange cheating than the 
opposition. Some party leaders, and 
even those in the lower echelons, might 
have felt that putting their names to a 
campaign that could later be accused of 
instigating massive fraud might be polit- 
ically, and even legally, compromising. 

Enrile, talking to the REVIEW during 
his Cagayan province campaign, 
seemed to anticipate such a scenario, 
with its potentially dangerous implica- 
tions for a violent backlash. “Some peo- 
ple will not accept defeat graciously, 
and they will find all kinds of reasons to 
put a taint on the elections,” he said, ob- 
viously referring to the opposition. 
“This could trigger a disturbance by the 
parties who lose.” As election day ap- 
proached, with Mrs Aquino vowing to 
lead protest demonstrations if she felt 
she had been robbed of victory, Enrile 
was by no means alone in his concern 
about the prospect of post-election vio- 
lence. I» 









carrots | 


By Nayan Chanda in Washington . 
s the polling day drew near, the 
"A US offered the winner in a 
fraud-free election — who would 
implement economic and military 
reforms — carrots of increased aid. 
While few expected the offer to 
have any impact on the conduct of 
the elections, the US position under- 
lined its ddemma of maintaining 
military bages and ensuring its long- 
term futurd in the Philippines. 

On 30 Mnuary a White House 
statement sNid: “If the will of the 
Filipino people is essed in an 
election . . . the US should con- 
sider, in consultation with co 
gress, a significantly larger prot 
gramme of economic and milit 
assistance." As a part of the 1983 
bases agreement President Reagan 





. pledged his “best efforts" to pro- 


vide US$180 million a year in mili- 
tary and economic aid. In addition 
the US has been providing econo- 
mic aid of about US$40 million a 
year. The REVIEW has learned that 
the ped additional aid could 
double total annual aid to US$500 
million. Despite the promise, how- 
ever, there is a widespread belief 
that the offer may just be symbolic. 
Furthermore, the administra- 
tion has forcefully rebutted the 
view that if a fair election brings ad- 
ditional funds, an unfair one should 
lead to reduction of aid. An official 
bluntly stated that regardless of 
how the elections were held, the US 
would continue its military aid to the 
Philippines. *We are not going t9, 
make the problems there better b 
terminating military assistance. 
That, in fact, is a recipe for disas- 
ter.” However, the more important 
but unspoken reason the US would 
continue assistance is its interest in 
maintaining Clark Airfield and 
Subic Bay naval base and sustain- 
ning its strong links with the Philip- 
pines military — a final arbiter and 
protector of US interests. 
Unwilling to threaten sanctions 
against fraudulent elections, the 
Reagan administration hopes that 
its public call for a fair election and 
despatch of poll-watching teams to 
the Philippines would help to re- 
duce cheating (REVIEW, 6 Feb.). 


| But so deep has been the cynicism 


about the likelihood of a fair elec- 
tion that only 21 volunteered to join 
the presidential observer delega- 
tion, which was supposed to be 40- 
strong. 
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"CELEBRATE THE BEST BUSINESS DEALYOU’ VE EVER MADE” 


The Wings of Paradise 


hen you fly Air Lanka Business Plus 
you have a lot to celebrate. Priority check 
in, plus a big 30 kg baggage allowance. 
‘Welcome aboard’ with French champagne, 
comfortable one from the aisle seating plus 
plenty of room to stretch out. 
First class cuisine is another reason to 
celebrate your decision to fly Business Plus. 
Plus in-flight care that's Paradise itself. 
Celebrate the best business deal you ever made. 
On the Wings of Paradise. 


AIRLANKA > 
BUSINESS PLUS »/ 


A Class of its Own. 
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 .CFM56 ENGINES. 
OUR OPERATING 


COST IS ONE 
-FOR THE BOOKS. 











Whenever the direct operating 
costs (DOC) of CFM56 engines 
are tabulated and touch down 
on the desk ofthe chief financial 
officers at our more than 50 cus- 
tomer airlines, it's another series 
of smooth landings. Because 
CFM56 engines are proving to 
deliver everything CFMI 
promised. 

Utilizing the technology 
derived from the most recent 
research and development 
programs, including the 
GE/NASA Energy Efficient 
Engine, CFM56 engines 
b provide low risk and high 

reliability, essential 
ingredients to com- 
petitive airline ser- 
vice. CFM56 engines 
have a dispatch 










CFMS6. 


reliability record of better than 
99.8%, SO more passenger miles 
produce more revenue from CFM 
customers every day. Fewer 
spare engines need be purchased. 
In the newest generation CFM56 
engine, savings on maintenance 
alone are nearly 2 million dollars 
per aircraft during the first ten 
years of service, when compared 
to other engines in its class. Fuel 
burn in CFM56 engines has 
improved 18% and on-going 
product improvement'programs 
will ensure that the CFM56 
remains highly competitive 
) throughout its life. 

m The CFM56. The quiet 
engine that's a sound 

investment. Backed by 
à General Electric U.S.A 

and SNECMA of France. 








MILLIONS OF MILES AHEAD. 


cfm C] international 


A JOINT COMPANY OF SNECMA. FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 
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The Chase Partnership at work. From left to right: Chris Matlon, Chase Hong Kong; R. M. Schaeberle, Nabisco Brands 
Yang Shunyao, Yili-Nabisco Biscuit and Food Co. Ltd. and Janet Shanberge, Chase New York 


Inc 


Industry Understanding 


g Investment Bankin 





When Nabisco Brands wanted to set up a joint venture in China 
they didn't have to look far to find a bank with the right credentials: 

Chase's experience in China stretches back 60 years. We even set 
up a special China Trade Advisory Service over a decade ago, with 
offices in Beijing, Hong Kong and New York to assist firms like Nabisco 
in their China activities. 

Helping Nabisco arrange a China joint ventura is s just one 
example of the Chase Partnership in acon, A partnership built on Chase 

D Relationship Managers mobilizing vast global resources to implement 

superior financial solutions: solutions that span both commercial ond 
investment banking lines. 

The Chase Partnership. 

A simple but dynamic approach which enables us to serve you 
better — whatever your business. 





"THE HEART OF A 
FINE HOTEL 





(RAMA Weis WETNESS The heart and soul of Europe’s 
Contact your travel agent for gr and hotels is the lobby. 
reservations or write to: It’s the traditional rendezvous. 


Hotel Regal Meridien Hong Kong larani A pani 
71, Mody Road, Kowloon, H.K. E “ee Qu : COSy C 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


The Hotel Regal Meridien 
p^ à. eade Hong Kong. Where the art of 
MERIDIEN fine living lives on. 

HONG KONG 


HONG KONG’S TRULY EUROPEAN HOTEL. 


A Regal International Hotel 





RH—003/5 


FarEastern Economic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
wil be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 
Address 
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PRIN’ TER’S errors can tomphicate 
some occasions, Tony Turner reports 
rom Hongkong. One of his colleagues, 
Appy Tang Yin Yuk, got married last 
December to Chris Cheuk Chun Yik 
ind the printer duly produced à proof of 





‘heir invitation cards. Evidently Christ 


mas was on his mind for instead ot wel- 


read: 
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‘Hour present és Lens —- 


Gregory ould) not à et. ho ue nb ed: 
ding. — obviously à love match — to be 
consecrated i in Assam: - 
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coming the guests’ presence, the card T 











— As he commented, the ceremony 
had to be "without his august p 
sence since it takes at least six weeks for 
foreigners to obtain a special permit 
from Indi lome Affairs Mir ist y to 
enter the state of Assam. 2 
e KUCHING'S His and Her Rendez- 
vous nightclub advertised its holiday at- 
tractions in the Sarawak Tribune on 19 
December last. Dr Julian Caldicott Sup- 
plied the cutting which continues. the 
cupid theme: 























| y romantic — 
to celebrate your Loves one 


And to make the celebration of your 
Love's one even more exciting, the ad 
promised, 

All ll coup) 85 will ibe given a 
\-comolimentary ‘Love Is Our Nite” 
| cocktai i| an touch -up with a stalk of Rose. 








eA PO PULAR Christmas carol goes 
‘T saw thr ships come sailing in," but 
Zaffar Zuberi sends a headline from a 
recent issue of the Pakistan newspaper 
pon which records a Sa miracle: 


Nine ships 
get. births 
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recalling bloopers on TV, they play 
a sequence showing a pathetic host of 
a children's programme ineffectually 
trying t to han pb one of those easy-to- 


spring b. d Collapse on bus Geoff 
Waters, in Hongkong’s Stanley market 
looking for a Christmas present for his 
cub scout son due to go camping, picked 
up a similar contraption, an “Iglu-Tent” 

of Taiwanese manufacture. The pack- 
age claimed that its nylon construction 
was "ground rot-tight" and that the tent 


oasted "hole-nails." It made no men- 








there is a new 
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t. First s set. eut. the n Ux Ph oi tenti 









hesribus "are que il inet Rare 


2. A set rod is just composed of 
~§ aba dete pars wes umim m 
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4. He 

the hole on bottom of the ta 
same way to handle the oppos 
tent-ineide (51. 









5, Then you have to raise the tent-unside axi ti 
a overroof to cover the tent. Making the wt: 
safety and once again to use berrogs for help. 


e 
. GUIDE TO ATTENTION 
Your tent ahadi be placed together as socn as 
possible in the dry stats. 
You have to seam the tutes from time to time. 


Rents or holes can be on&kilv repaired wathout an 
trouble, that’s to use with the same murternul amd 
suitabie adhesive tapes. 






if your tent was leaking in the course of Qe, Wen 
you can use the impregnatioresprav for vemeding. 


€ — ———————————— 


Reperaturséts are obtainable at your any specialty 
shops. 


THE CAREFUL RULES AGAINST FIRE 


You have in your mind that tbe tent cay burn Se 
comping it under rhe observation of safety. Perse 
obey the laws of healthy menin understand 


e — EE EP EMT 













No cooking — Of heating appatatius nd der Tuy 
up any light close Dy the walls or roof of tent 





Pay attention to usually the safety books for tius 
instrument. 


Marre espe visco rede AR A mut owned arvo nee 
Weir 


Never allow the children to play nearby this inserted 
instrument. 


Let your gateway of tent alweys free. 


Making enquines about the safe provisiod against 
the fire, 


. We wish you have many joys with yours wonderful | 
tent. 
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COVER STORY 





By Emily Lau in Hongkong 

A little more than a 
year after the 1984 
Sino-British agree- 
ment on Hongkong, 
under which China 
| will resume sover- 
eignty over the terri- 
tory in 1997, the local 
mass media are by and large shifting 
their stance to please Peking. Cases of 
self-censorship by the media have been 
on the increase. But there are notable 
exceptions in a few dailies and periodi- 
cals which continue to strike an in- 
dependent and, sometimes anti-com- 
munist, line. 


ES LEANING 


“= TO THE 





The issue of press freedom was dis- | 


cussed by some media executives in 
January with Lu Ping,the visiting secret- 
ary-general of China’s Hongkong and 
Macau Affairs Office. Lu was collecting 
local views on the Basic Law, which will 
serve as a mini-constitution for post- 
1997 Hongkong. He told journalists 
there was no such thing as absolute free- 
dom of the press. Lu added that after 
1997 the press would still be free but 
would not be allowed to publish reports 
which would threaten China's sover- 
eignty — including support for an inde- 
pendent Hongkong or two Chinas. 

Lu said this criterion would only 
apply to the local press, which prompt- 
ed accusations of double standafds. He 
also floated the idea of a press law, 
which some journalists saw as an at- 
tempt to lay down limits on press free- 
dom. Journalists told Lu any restric- 
tions on the press will be seen as de- 
stabilising, since a free press is widely 
accepted as a foundation of Hongkong's 
prosperity and stability. 

Hongkong's lively press includes 
more than 60 newspapers and 470 
periodicals. There are 20-odd Chinese- 
language dailies and two English-lan- 
guage ones which carry local and over- 
seas news, with the rest concentrat- 
ing solely on entertainment or gambl- 
ing. 

 Honmiete probably has more publi- 
cations in relation to its population than 
any other city in the world. It is also the 
only overwhelmingly ethnic-Chinese 
city in the world where the Chinese-lan- 
uage press enjoys press freedom. Pub- 
ications banned in China and Taiwan 
are freely circulated here. 

The local print media caters to di- 
verse tastes and opinions and the elec- 
tronic media also have a wide spread. 
The Hongkong Government, which does 
not Own any newspapers, runs a broad- 
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HONGKONG PRESS 


With 1997 looming, the media warm to Peking 


Bending with the wind 


casting station, Radio & Television 
Hongkong (RTHK). There are also two 
commercial TV stations: Hongkong 
Television Broadcasts (TVB) and Asia 
Television (ATV); one commercial 
radio station, and one radio channel 
serving the military, British Forces 
Broadcasting Service. 

Most publications are privately 
owned and are profitable. Several small 
Chinese-language dailies do not make 
money, but are related to bigger pro- 
fitable newspapers which underwrite 
their losses. The gambling and enter- 
tainment news sheets eke out their 





Lu: double-standards accusation. 


existence on high circulations — some- 
times exceeding 60,000 — and low 
operating costs by maintaining skeleton 
staffs. 

In the commercial milieu of Hong- 
kong many small and fringe publica- 
tions are born every year, while many 
others fold up. In recent years, some 
major dailies have succumbed to finan- 
cial difficulties: The Star, an afternoon 
English-language tabloid, and the pro- 
Kuomintang Kung Sheung Daily News 
and its evening edition. While there 
have been intermittent rumours of mer- 
gers and takeovers among publishing 
companies, none have materialised in 
recent years. 

The mass-circulation Chinese-lan- 
guage dailies, which carry comprehen- 
sive local news and syndicated stories 
from abroad, are influential opinion- 
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makers. But in Hong 
concern of most media 
make money. The name € 
to boost advertising and ci 
running sexy or sensational st 
strengthening the horse-ra 
movie pages. News is often seg 
adjunct to the newspaper. The 
regard for news has aroused. ct 
that the medja rridV p 
fend the freadom 
when required. fo 

Since the signing ot the-—  — Brit 
joint declaration, many Hongkong pec 
ple have begun to wonder whether the 
existing freedoms of press and speec 
can be preserved when the London lin 
is severed in 1997. Annex One of the 
joint Sino-British declaration state 
the post-1997 Hongkong Special Adi 
ministrative Region (SAR) “shall main 
tain the rights and freedoms as prow 
vided by the laws previously in force iw 
Hongkong, including freedom of th 
person, of speech, of the press, of as 
sembly...” 










ll these freedoms are to be enshrine« 

in the Basic Law, which is currentl™ 
being drafted by a 59-member Basie 
Law Drafting Committee (BLDC) ap 
pointed by Peking, and is to be promul 
gated in 1990. But promises which look 
good on paper may not be kept aftes 
1997. Further, no legal guarantee car 
protect the press from the spreading 
cancer of self-censorship. 

The mass-circulation daily, Mi 
Pao, has recently changed its editoria 
stance markedly. Publisher Louis Cha 
a member of the BLDC and BLCC (the 
Basic Law Consultative Committee, 2 
180-strong body for collecting public 
opinion on the Basic Law), has been a 
supporter of the policies of Chinese 
leader Deng Xiaoping. A recent Ming 
Pao editorial said the newspaper hac 
become less critical of China because i* 
supported Peking’s current reformist 
policy. 

Last year Cha terminated a column 
in his newspaper by satirist Hui Kwok 
who wrote under the pen-name Ha 
Kung. Hui’s column had often been crit- 
ical of the Chinese leadership. Last Sep- 
tember, Hui said he received notice 
from Cha to stop writing the column. 
Although Cha later urged Hui to re- 
sume writing, Hui said he was con- 
vinced his column was not wanted in the 
newspaper. 

The Oriental Daily News, another 
large-circulation newspaper, whose 
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es are fugitives in Taiwan, has also 
d down its anti-communist 
oric. As well as scrapping its China- 
ching column, its editorials have be- 
e mild and uncontroversial. The 
ependent Sing Pao has adopted a 
of playing up China-oriented 
uring the December visit 
ese state councillor and 


i, the newspaper 
page coverage almost 


the Left has also affected 
ina Morning Post, a pro-es- 
nt English-language daily and 
influential newspaper in Hong- 
the past few months, its edito- 
d coverage of China-related 
om the mildly criti- 
anuary, the 
n Hutcheon, 
rought back to take charge of 
newspaper and he has since tried 
| change the situation by taking 

yugher editorial line with Britain and 


Wen Wei Po's newsroom: limits on local press. 


-hina on the worries of the Hongkong 
»eople. 

The local TV stations have been the 
nost cautious in covering the debate 
»ver the 1997 issue. They have given the 
listinct impression that they want to 
void rocking the boat. 


owever, some journalists have con- 

tinued their hard-hitting comments 
;»n the communists. Lee Yee, chief 
ditor of the Chinese-language month- 
y, The Nineties, writes a weekly com- 
nentary in the Hongkong Economic 
'ourndl which is very effective and 
videly popular. The editor of the jour- 
ial, Lin Shafi-muk, is still highly critical 
(X the Chinese. Hu Chu-jen of Pai 
‘hing, another Chinese-language ma- 
'azine, who has been appointed to 
he BLCC, maintains he will continue 


his criticisms of the Peking regime. 

A Xinhua newsagency official said 
the freedoms of press and speech will 
definitely be maintained after 1997, 
since they are major ingredients of a 
capitalist society. "China has changed a 
lot. Many people in the news media 
understand that and so their reporting is 
more balanced. You cannot call that 
self-censorship. We always welcome 
criticisms that are well-meaning. We 
cannot and should not try to control the 
press,” the official said. 

But he sounded one word of caution: 
“In their zeal to get exclusive stories, 
some journalists over-step the mark. 
They produce one-sided or untrue re- 
ports without presenting our side. 
Sometimes they just publish Xinhua’s 
denial. But that is not good enough be- 
cause the damage is done. They should 
spend more time to investigate the story 
before rushing into print.” 

Although Xinhua has denied any in- 
terference with the news media, the 
REVIEW has learned its officials had 


urged a local TV station to refrain from 
raising questions on confidence in the 
future or whether the people would 
leave Hongkong after 1997. “A Xinhua 
official asked us whether we had not 
exaggerated the confidence problem 
and whether we needed to ask those 
leading questions all the time,” said a 
news executive involved. 

Apart from the question of external 
pressure and self-censorship, the con- 
duct of the media in the legal battle over 
a court decision in 1984 to bar the media 
from committal proceedings on the de- 
funct Carrian group also caused con- 
cern. Committal proceedings cannot be 
reported contemporaneously in Hong- 
kong in order not to prejudice a jury 
should the case go to trial. But mem- 
bers of the public are allowed to at- 
tend. 












Only four English-language pgfolica- 
tions challenged the decision. They 
were joined by the Hongkong Jour- 
nalists Association (HKJA) and a re- 
porter for the New Straits Times of Ma- 
laysia. The High Court later overturned 
the ruling and lifted the ban on the news 
media. 


pa owever, the Chinese press did rally 
round to fight against the formation 
of a media council. It was intended to 
be, among other things, a watchdog of 


the media and to receive public com- 


plaints. 

A preparatory committee was set 
up under the chairmanship of High 
Court judge Simon Li. Some journal- 
ists suspected the government was be- 
hind the move and wanted to use it to 
control the media. In a rare display of 
unity, the press persuaded the commit- 
tee there was no need for a media coun- 
cil. 

But the government is armed with 
several laws which contain serious 
threats to press freedom. The HKJA 
has called on the government to amend 
the laws. But the government is drag- 
ging its feet, saying any change in the 
laws might affect stability. 

Among the controversial laws, the 
Control of Publications Consolidation 
Ordinance potentially is the most lethal. 
Under the ordinance, it is an offence 
to publish anything which persuades 
people to join a political party estab- 
lished outside Hongkong. Newspapers 
guilty of the above or any offence that 
affects the security of the territory or the 
maintenance of public order, safety. 
health or morals, may be suspended for 
six months. Those found guilty may be 
fined HK$10,000 (USS$1. 280) and im- 
prisoned for up to three years. The ordi- 

nance was used in the riots of 1951, 1956 
and 1967. 

Another threat to press freedom is 
the Objectionable Publications Ordi- 
nance. Under this ordinance, a publica- 
tion is deemed objectionable if it “con- 
tains matter of an indecent, obscene or 
revolting nature," or if it portrays the 
commission of crime in such a way 
as to "bring into contempt the forces 
and institutions entrusted with the 
enforcement of law and order." Any- 
one found guilty is liable to a fine of 
HK$10,000 and to three years’ impri- 
sonment. 

Legal controls on broadcasting are 
even more stringent. Under the Televi- 
sion Ordinance, the government may 
regulate programmes containing politi- 
cal or religious material. If the official 
television authority thinks a programme 
may affect “the peace and good order of 
Hongkong," it may require the licensee 
to pre-record the programme and sub- 
mit it for approval, which can be denied. 
Any offence under this ordinance is 
liable to a fine’ of HK$10,000 and 
six months’ imprisonment can be im- 


posed. o 
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A media melting pot 
of all political stripes 


Hongkong's major 
newspapers can be 
roughly divided into 
three categories: or- 
gans of the Chinese 
Communist Party 
(CCP) or the Taipei- 

- == based Kuomintang 
(KMT); journals sympathetic to one or 
the other of the two parties, and non- 
aligned newspapers. Most of the terri- 
tory's newspapers are privately owned. 

The communist newspapers have al- 
ways had a low circulation because of 
their political and propagandistic nature 
and the public's general hostility to- 
wards communism. But with the in- 
creased importance in recent years of 
China as a factor in Hongkong's econ- 
omy, more people are turning to the 
CCP publications for information, 
which has become somewhat less politi- 
cally oriented as Peking's emphasis has 
shifted from the radical politics of the 
Cultural Revolution to the country's 
modernisation programme — especially 
of its industry. Apart from their China 
coverage these newspapers cover the 
Hongkong scene extensively, but tend 
to play down views in conflict with those 
of Peking. 

According to Survey Research 
Hongkong (SRH), an independent re- 
search company, the territory’s five pro- 
communist newspapers — Ta Kung 
Pao, New Evening Post, Wen Wei Po, 
Ching Po and Hongkong Commercial 
Daily — have a combined readership of 
255.000, or 596 of the major* news- 
papers' total readers. The SRH figure is 
hotly denied by Wen Wei Po, which re- 
cently launched an expensive public-re- 
lations campaign, including TV and 
newspaper advertisements, to change 
the newspaper's image and boost circu- 
lation — which it claims to be around 
100,000. 

Wen Wei Po is published by Lee Tse- 
chung, a member of the standing com- 
mittee of the Chinese People's Political 
Consultative Conference (CPPCC). 
The newspaper is linked to the Shanghai 
Wen Wei Po, which owns 31.7% of its 
Hongkong cousin's shares and is consi- 
dered a party organ. 

In recent years the newspaper has 
expanded rapidly and has hired more 
than 20 university graduates — mainly 
for editorial positions. One such recruit, 
Mak Wah-cheung, 37, was last year 
brought back from the newspaper's 
London office to become the deputy 
general manager, the highest position 
ever given to a local Chinese. Despite 
this, power is still! concentrated in the 
hands of the old guard. 

Ta Kung Pao, published by Fei 
Yimin, a member of China's National 
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People's Congress (NPC) standing com- 
mittee and a vice-chairman of the Basic 
Law Drafting Committee (BLDC), a 
59-member body established to draw up 
a mini-constitution for Hongkong when 
it becomes a special administrative re- 
gion of China in 1997. Fei also publishes 
Ta Kung Pao's sister newspaper, the 
New Evening Post. 

Tsang Tak-shing, 37, who was born 
in Hongkong, was promoted to become 
deputy chief editor two years ago. 
Tsang was imprisoned during Hong- 
kong's 1967 riots — a spin-off of China's 
Cultural Revolution — for putting up 
and distributing "inflammatory" post- 
ers on school premises. The posters call- 
ed on students to love their country and 
join in the struggle then taking place in 
China. 


P efore the fall of China's Gang of. Four 
radical leaders, Ta Kung Pao and 
Wen Wei Po served a different reader- 
ship from that of today. Ta Kung Pao 
served people in commerce and indus- 
try and the educated elite, while Wen 
Wei Po then catered to educated people 
in the lower stratum of the community. 
However, since the end of the Cultural 
Revolution both publications have 
sought to broaden their readership. 
Generally speaking, the standard 
among Ta Kung Pao's and Wen Wei 
Po's reporters is higher than for e Reg 
ers working for most other Hongkong 
newspapers. They are generally better 
educated and appear more dedicated to 
their jobs. But the political nature of the 
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two ne “rs does not always all 
them to^ c, rt views straying far 
the party line. And when circumsta 
require, the newspapers are capable 
mounting virulent propaganda ca 
paigns to promote Peking's line and 
denounce its opponents. 

A senior official of Xinhuz 
agency's Hongkong brano 
official representative bg 
the two newspapers 
markedly from the day 
ist influence during the 
olution. He said the reaso 
culation is they are not 
enough to the needs of the pt 
serve. 

“Because they are run by 
CPPCC delegates, there is toc 
emphasis on patriotism and not e 
consideratio sader 
mands. Ther question of d 
by Xinhua, but somehow the papers% 
appear like the People's Daily [Peking 
party organ]," the official said. 

He said the two newspapers do no 
carry news of “the Left, Right anc 
centre,” but added: “There is no poin 
in hiding [this] news from the people 
because they know they can get the in 
formation from other newspapers.” 

The Xinhua official said the twc 
newspapers are lacking on severa, 
fronts. For example, they are not au 
thoritative sources of information or 
China because they do not get exclusive 
stories, and their editorials tend to be 
“high sounding, one-sided and empty.’ 
He said: “The trouble with the twc 
newspapers is that they do not let the 
readers draw their own conclusions.” 

In response to these comments a 
journalist from one of the two news- 
papers said it is wrong to say Xinhua 
does not have control over the news- 
papers. “We have meetings with 
Xinhua staff regularly where we receive 
instructions on how to plan our ne 
coverage. Sometimes we are told to ri 
up certain people for reactions, an 
when our reporters ring them, they read 
out prepared statements. These people 
have obviously been briefed by Xinhua 
on what to say,” the journalist said. 

The New Evening Post follows the 
political line of its big brother Ta Kung 
Pao, except it is less dogmatic and has 
wider readership appeal. Its circulation 
rivals that of the independent evening 
newspaper, Sing Tao Wan Pao. 

Two other communist organs with 
broader appeal are Ching Po and 
the Hongkong Commercial Daily. They 
are less orthodox than the two leading 
leftwing newspapers and attempt to 
provide a lively alternative to their two 
stodgy competitors. 

In an effort to boost circulation and 
profits, all five leftwing newspapers 
have adopted such capitalist tactics as 
publishing horse-racing results and 
playing up sexy court cases and movie- 
star scandals. They are also inviting 
local professionals and academics to 
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in some countries — 
apan, for example — 
Nes reporters are treated 
E with respect and even 
deference. But in 
Hongkong, they are 
often treated with con- 
53 tempt. Many people 
in some cases for good 
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"The rootof the: problem is economic. 
iinese-language media reporters are 
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ever the Standard has showt 





sive and much better presented stories 
than the Post, 

In May 1985, Sing Tao group's own- 
ership was transferred to Cereus, pub- 
licly listed company in Australia ac- 
quired by Aw in late 1984. The move 
was seen as politically motivated and 
biam 
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Because of the low pay, journalists | 
often have to take on several jobs to 
make ends meet. Many young jour- 
nalists simply use journalism as a step- 
ping stone to more lucrative jobs in gov- 
ernment, advertising and public rela- 
tions. 

Poor pay is mainly due to the low 
priority "hard" news is given by 
Chinese-language newspaper pub- 
lishers, many of whom view coverage of 
political and government stories as less 
important than "soft" news concerned 
with such events as horse racing and 
other forms of entertainment. Employ- 
ers always have the option of filling 
what space they do reserve for hard 


news with handouts from the Govern- 


ment Information Service (GIS), wire 
service stories and company press re- 
leases — all of which require little or no 
follow-up work by reponere. 


"orking sonditiongi in the industry are 
WY also poor. Hours are long and often 
shift work is involved for both reporters 
and editors. In Chinese-language news- 
papers, journalists have only one day 
off a week and a week’s annual leave. 
Their welfare benefits are minimal — 
similar to those of manual workers — 
except they are not entitled to overtime 
pay. Many newspapers do not give re- 
porters bylines for fear the best of them 
will be lured away by other newspapers. 
Poor pay and working conditions 
among the Chinese-language media, 
and a general ignorance if not disregard 
for journalistic ethics, sometimes lead 
to shoddy journalism or even gross mal- 
practices. For example, some 
a aaa their in 
mis rom sell 





ences without asking a singl 
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space in their newspapers 
of a basic journal 
editorial and business 
news organisation mu 
rate to preserve editorial integrity Re 
porters in a few Chinese-language news-- 
papers are given carte blanche to sel » 
space in news columns. 
Other malpractices include deliber-: 
ately onc-sided reporting — perhaps ing 
return. for money or gifts — sen- 
sationalism and even manufacturing! 
news. Some Chinese-language news- 
papers copy verbatim news reports frome 
TV and radio or use direct translation ys 
[rom the English-language press — alil 
without attribution. It is not uncommon. 
for reporters to be asked to do “public: 
relations" for the proprietors’ friends 
There is à heavy reliance on press re 
leases of all kinds to fill news space. 
It is no secret that some governme 
and public relations people look u 
these reporters with frustration a 
dain. "We don't just issue spe 
government officials, we e 
write the stories for them, | 9 
mess them up,’ it 
ficial said. GIS officers have. 
briefings for their colleag 





































































questions are too’ in 
reporters," a GIS officersaid. © 
At news conferences, the difficut 
and searching questions usually come: 
from non-Chinese reporters. Some: 
Chinese reporters attend news confer- 
> question. — 
“In some news conferences, nobody: 
asks any questions. So we. have to dc 
the questioning for them;" ; ! 
said. In some cases, the repo 
press release and copy. 
"Some S just. ask to 
fed 
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{South China prise 
j Post 


write columns so as to present a more in- 
lependent image. 
. In the past few years, Xinhua has 
idopted a high profile. During this 
seriod, Xinhua director Xu Jiatun and 
ais officials have mounted a united front 
campaign to win the hearts and minds of 
all local journalists — not just those in 
he leftwing press. To Chinese news 
*xecutives who do not speak English 
ind therefore find it difficult to com- 
nunicate with top English-speaking 
ngkong Government officials, access 
Xu and other Chinese officials has 
»oosted their status. 


x tried to give an acceptable face to 
communism and, as a result, some 
ournalists have adopted a softer attitude 
cowards Peking. This new attitude has 
also come on the heels of Peking’s more 
liberal economic policies, from which 
Hongkong is reaping rich rewards. Xu's 
united front tactics have been largely 
successful among local journalists, 
some of whom have even asked Xu to 
ntercede with their employers for 
agher pay. 

However, Xu's friendly image was 
aot in evidence during a news confer- 
ence he gave on 21 November 1985 in 
which he implicitly accused Britain of 
leviating from the Sino-British declara- 
tion on Hongkong's future after 1997, 
when the territory reverts to China. Al- 
though Xu's accusations were recorded 
and broadcast i in full, Xinhua demanded 

it: : 1 







Ownership shareholders 


Sally Aw 60%, Aw Chan Sau-yung 
10%, others 30% 


shares. The rest are held by 11 
j individuals and organisations 


Ming Pao, owned by Louis Cha, 


mn 


| 1985 readership 

| (provided by 

A Survey Research f 
Hongkong) 


i Estimated 
circulation 


lowing day. Two sentences which said 
"there had been deviation from the 
joint. declaration" were deleted from 
these newspapers' reports of Xu's re- 
marks. A Xinhua official said Xu per- 
sonally approved the alteration because 
he did not want to be misunderstood. 
Last December Xu was involved in a 
controversy over the method used to 
elect an executive committee for the 
Basic Law Consultative Committee 
(BLCC), a body set up to collect opin- 
ion here on Hongkong's future adminis- 
tration under Chinese soverignty. Xu 
shocked many in Hongkong by stating 
that "consultation is a form of election." 
In January oe Ming, a local 
China-watching monthly, said Xu might 
be recalled to Peking in a year’s time be- 
cause of his “mistakes.” Xinhua denied 
the report. In any event, the cordial re- 
lationship Xu had built up with the press 
here has cooled somewhat since the 
Xinhua director asserted himself as 
more than a public-relations man. 
Besides the party organs, there are 
several other pro-Peking Chinese-lan- 
guage newspapers. One of them is the 
mass circulation Tin Tin Daily News. 
The newspaper is owned by CPPCC 
member Ho Sai-chu, who was last Sep- 
tember elected to the Legislative Coun- 
cil, the territory's lawmaking advisory 
body. The newspaper is sometimes de- 
scribed as more pro-Peking than the 
CCP organs. Ho has denied rumours that 
his publication is funded by Xinhua. 
Another pro-Peking newspaper is 





H the Cultural 

















a well- |. sinking publication a new lease on | 







ic p A 
Chinese leader Dene Xiaopi He 
built up a strong reputation for the 
newspaper during the Cultural Re- 
volution with his attacks on political 
radicals here and in China. 
When Deng returned to power after 
Revolution, the news- 
paper became pro-Peking. In 1985 Cha 
was appointed to the BLDC. Tradition- 
ally, Ming Pao caters to the territory S 
elite, but faced with tough competition, 
it has begun to lower its sights in hopes 
of winning more readers. 


I 
O: the other end of the political 
spectrum is the KMT organ, the 
Hong Kong Times. Founded in 1949, the 

















newspaper has always maintained an 
anti-communist stance. Although 
Hongkong abounds with people hostile 
to communism, the newspaper has 
failed to capture a sizeable share of the 
market. It claims a circulation of 20,000, 
but some uncharitable speculation puts 
it closer to 1-2,000. 

One reason for the low circulation is 
that the newspaper has not changed 
with the times. Critics of the Hong Kong 
Times say it stuck to an anti-communist 
policy simply for the sake of it, without 
objectively examining changing cir- 
cumstances here and in China. 

The newspaper is owned by Hua 
Hsia Investment (Taiwan). Chairman 
Eddie Tseng, 70, says the publication is: 
privately owned, though some of its 
shareholders are KMT members. Tseng » 
was chairman and managing director: 
from 1971-77 and was called out of re- 
tirement in 1985 when internal feuding 
broke out over the newspaper's appa- 
rent shift in orientation towards China. ` 
Huang Te-chi, a leading member of the 
KMT's overseas section — the equiva- 
lent of the CCP united front section — 
became managing director in 1985. : 

Tseng, who holds a Taiwanese pass- - 
port, said the newspaper will stay in- 
Hongkong as long as it is allowed to | 
publish here. "Peking has said Hong- ` 
kong can exist under a 'one-country, - 
two-systems' policy. We will stay to test. 
this if they can accept our system. But | 
we won't change to suit their palate, and. 
we won't close down voluntarily." ie 

The No. 1 selling Chinese- -language 
newspaper in Hongkong is the Oriental 
Daily News. The newspaper began as à 

“mosquito sheet,” specialising in 
gambling and drug-trafficking news. It 
was founded by flamboyant business- 
man Ma Sik-chun, who was charged in 
court in 1978 with drug trafficking. He 
jumped bail and fled to Taiwan. Z 

The editorial policy of this news- 
paper changed in the early 1970s when 
Ma sought to make it one of the largest- 
circulation dailies in town. He paid . 
generously to attract the best journalists — 
and he succeeded in giving the then 
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brief@i on Gorbachov's 15-year plan to 
elimirg¥e nuclear weapons — Moscow's 
answegto Star Wars — unveiled the day 
Shevardnadze arrived in Tokyo. The 
gesture was one of several signs that the 
new Soviet leadership thinks the time is 
ripe to bring its peace offensive to Asia. 

Gorbachov's call for an all-Asian 
forum alters the thrust of Moscow's 
Asia policy. Brezhnev was concerned 
mainly with containing China. But now 
that the process of Sino-Soviet recon- 
ciliation is moving ahead smoothly, 
Gorbachov is keen to capitalise on the 
anti-nuclear ferment stirring in the re- 
gion. The 10-point programme promot- 
ing the forum — described in detail by 
Gorbachov last September in an inter- 
view with JSP chairman Masashi Ishiba- 
shi — calls for a ban on nuclear tests in 
the Asia-Pacific region; a pledge against 
the first use of nuclear weapons, and a 
prohibition against militarisation of 
space. 

As in Europe, Moscow senses deep 
anti-American currents beneath the 
surface of Asia's nuclear politics — the 
crisis in Anzus, the South Pacific pro- 
tests against nuclear-weapons testing, 
and appeals for nuclear-free zones from 
Asean to North Korea — and Gor- 
bachov's initiative is a bid to cash in on 
them. At the core of the all-Asian forum 
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are proposals designed to drive Ameri- | su 


can forces out of the Pacific and gain 
recognition of a legitimate Soviet role in 
Asian affairs. Gorbachov apparently 
views Japan, with the complex tensions 
between its pacifist popular culture and 
strong pro- 
his Asian ambitions. i TY 


oscow is not yet prepared to offer 

the territorial compromise which 
many observers believe would split Ja- 
panese opinion down the middle. Were 
Moscow to return two of the disputed is- 
lands off Hokkaido it has held since the 
end of World War II — not to mention 
all four — the pro-American conserva- 
tives could find themselves hard on the 
defensive against a growing tide of neu- 
tralist sentiment favourable to the 
Soviets. But the Soviet military is ex- 
pected to resist any territorial concesson 
to Japan on strategic grounds. Nonethe- 
less, there are signs that Shevardnadze's 
smooth attempt to exploit Japan's evi- 
dent desire for recognition and interna- 
tional status was not wasted: 
» Among the "five principles" which 
Tokyo has laid down as conditions for 
Japanese participation in SDI is the re- 
quirement that the programme not pur- 
sue unilateral eriority over the 
Soviet Union and 1 that Moscow be con- 


Soothing old friends 


After Tokyo, Shevardnadze visits Pyongyang, Ulan Bator 


j? an attempt to reassure Pyongyang 
at a delicate point in Moscow’s efforts 
to improve relations with Japan, She- 
vardnadze undertook the first visit 
to North Korea? by a Soviet foreign 
minister in 18 writes Richard 
Nations. 

He flew to Pyongyang from Tokyo 
on 19 January on a four-day “goodwill” 
visit to underscore a desire to continue 
strengthening relations with North 
Korea, the testy East Asian ally whose 
ingrained suspicion of Soviet motives is 
heightened by a tendency to see itself as 
a victim of great-power diplomacy. 

To ease concerns over his five-day 
visit to the capital of Pyongyang’s tradi- 
tional enemy, Japan, Shevardnadze em- 
phasised the “complete consensus” 
reached in discussions with North Ko- 
rean leaders on the “present compli- 
cated international situation.” More- 
over, invitations were extended for an 
exchange of visits between Soviet leader 
Gorbachov and North Korean Presi- 
dent Kim Il Sung. 

In unusually moderate language, 
Shevardnadze referred to the *Japanese 
statesmen" in a banquet speech, no 
doubt intended to impress his recent 
hosts in Tokyo. But to reassure the 
North Koreans that Moscow remained 


years, 


firmly opposed to "Japanese 
militarism," the 23 January joint com- 
34 


munique Shevardnadze signed with his 
North Korean counterpart, Kim Young 
Nam, denounced the formation of a 
"new Nato-type tripartite military al- 
liance among the USA, Japan and 
South Korea." 

The Soviet foreign minister also sup- 
ported North Korea's condemnation of 
"cross recognition" — the South Ko- 
rean proposal calling for each of the 
Koreas' allies to extend diplomatic rec- 
ogntion to the other. But in what ap- 
peared a Soviet gesture to the South, 
the joint communique stopped short of 
endorsing Kim Il Sung's long-standing 
political goal of unifying the peninsula 
under communist rule, noting rather 
blandly that "support was expressed" 
for the North Korean proposal to found 
a unified Democratic Confederal Re- 
public of Koryo. 


» Alan Sanders adds from Londo 
Shevardnadze's two-day visit to Ulan 
Bator on 23-25 January, was notewor- 
thy for his conciliatory statements about 
Soviet relations with China. 

“The period of tense relations with 
China is over,” Shevardnadze declared 
at a dinner given in his honour by the 
Mongolian leaders. The Soviet Union 
stood for normalisation and improve- 
ment of relations with China, provided 
that third countries’ interests were not 
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Gaddafe 7 o 225 Beas obseryfrs 
asanevicce SS whot to sngt at- 
ice, Ne 2 oàrdnadzg visit. AI 
though Foreign Minister Éhintaro Abe 
stressed the US-Japan s curity alliance 
as the foundation of Japln's foreign po 
licy in his talks with SheWgrdnadze, the 
soft line on Libya coNfrasts witk 
Tokyo's recent attempts tONbe in the 
forefront of allied solidarity. 
» Although Abe flatly rejectedkthe all- 
Asian forum, arguing that the Mise o! 









Nakasone: delicate balance. 


harmed. The attainment of Asian and 
world security was “unthinkable with- 
out the active participation of the great 
Chinese people in that process.” 

The Soviet foreign minister's tone 
suggested to some that, in its eagerries 
to come to terms with Peking, x 
Kremlin may at last be ready to mak 
some move to reduce the. numbers of 
Soviet troops on the border with China, 
including the estimated 75,000 men 
stationed in Mongolia. The Soviet 
troops on China’s border are, from Pe- 
king’s point of view, one of the “three 
obstacles” to the improvement of 
Sino-Soviet relations. However, She- 
vardnadze’s proviso that third coun- 
tries’ interests must be respected has 
been Moscow’s way of justifying its re- 
fusal to negotiate its military presence in 
Mongolia. 

Mongolia’s leaders have often reiter- 
ated the stand on not harming third 
countries’ interests and have been very 
wary of Chinese overtures. Comment- 
ing on Ulan Bator’s statement that 
Soviet troops were stationed in Mon- 
golia at the Mongolian Government's re- 
quest and had been called in to protect 
the country against attack from China, 
the government newspaper Unen, for 
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, guns lic d dis SCOL pec The Sex. 
tion vision of Star \ Vars itself — the 
yen layers of defence comprising a 
a of directed-energy and kinetic- 
lergy space-based weapons, revolving 
irrors, rocket interceptors, clouds of 
2llets, electromagnetic guns and satel- 
IR tracking sensors — will further mili- 
tat st rational discussion. 
have to explain the present 
state of straWegic nuclear deterrence,” 
said an official vexed over the enorm- 
ous task of upJllating Japan with the nu- 
clear discougfe in the West. “Then we 
have to [mke the public] understand 
that SDLAs an alternative with advan- 
























ier by the fact that SDI, as yet, 
os Japan' Ss con- 
=... ents. Although 









































cret 
Wasfington ha committed it- 
self extending erage to its al- 





, the system is now designed as a 
ace shield against intercontinental 
ballistic nuclear missiles; it does not yet 
provide an answer to short- and inter- 
mediate-range Soviet ballistic missiles, 
low-altitude cruise missiles and long- 
range, nuclear-capable bombers, consi- 
dered a nuclear threat to Japan. 

"The frank answer is that SDI is 
good for the US and therefore it is good 
for us," said a key Nakasone security 
adviser. "It won't be until sometime in 


the late 1990s that we will have to think | - 


about practical applications." But this 
needs too great an act of faith even for 
the pro-American, conservative LDP 
politicians who require a concrete secu- 
rity dividend to justify the political and 
diplomatic costs of openly siding with 
SDI. Nor is there thought to be much 


stomach in the party for a public battle | 


on defence policy after the row last year 

provoked by Nakasone's abortive at- 

tempt to lift the 1% of gross national 
roduct ceiling on defence spending. 


he Japanese debate over SDI is all | 

the more critical, coinciding as it | 
does with the Soviet Union's visible | 
assertion — in a manner unimaginable | © 
under the 20-year leadership of Leonid | 


Brezhnev — of diplomatic parity with the 
US in Asia and the Pacific. This claim 
was vigorously established during the re- 
cent visit by the new Soviet foreign 
minister, Eduard Shevardnadze, to Japan 
(REVIEW, 30 Jan.). And the fact that 
Shevardnadze placed arms-control is- 
sues at the top of his agenda in talks with 
his Japanese hosts is itself an indication 
of Soviet leader Mikhail Gorbachov's 
new approach to Japan and Asia. 
Brezhnev all but ignored Japan in his 
concerted attempt to splinter the West- 
ern alliance over the Euromissile crisis 
of the early 1980s, an abortive gambit 
which betrayed the Euro-centric bias of 
both Brezhnev and his foreign minister, 
Andrei Gromyko. In contrast, Nakasone 


was the first foreign leader to be | 





- Dd Charles Smith i in Tokyo 


m Nakasone’ s faction within the party, has bia. ese Tokyo’s political conta 
— with North Korea, with which it has no fo 

. in Pyongyang in the third week of January after applying i in cany. December 

... for permission to make the trip. — 


.. Korean foreign minister Ho Dam of an invitation to visit Tokyo during 1986. If 
. he comes Ho will be the most senior North Korean leader to have visited 
_ Japan since the establishment of the Pyongyang regime in 1945, 

_Nakasone to President Kim Il Sung. Ja 'anese press re 
| : _ ning a role as mediator in negotiations on a North-South summit meeting. 
—. Kim had expressed a wish to meet the “highest leadership” of the South during 
. .. 1986 as part of a peace initiative commemorating the 40th anniversary of Ko- 
|. rean independence. Kim also said he wanted to see talks held between par- 


... ficials and officials responsible for economic affairs. During a 25-minute inter- 
|... view with Tani, Kim reiterated opposition to US-South Korean joint military 


- Japan during a 45-minute interview, Tani said. But the North Koreans ap- 
-peared to APO that progress on the economic front would have to start with | 
 &asettlement t 
 ** 50 billion (US$254 million) worth of unpaid debts will be held in March whe 


- Board, visits Pyongyang as the representative of Japanese creditors. Tani said. 
— the main object of the talks would be to “regularise” the North's position so that 


ance on Pyongyang trade. 


Kim Il Sung i in the autumn of 1 


mission, pointing out that the visit was private and that Tani’s invitation to Ho 









PI ongyan J may: send a top leade to to Tokyo | ; 















“private” visit to Pyongyang by Yoichi hi Tani, a Liberal Democratic Pa t 
MP who “also happens to be” a member of Prime Minister Yasuh 


relations. Tani spent three days 


The most important outcome of the visit was acceptance by former ^ Ni rth 


Tani has denied speculation that he also carried a personal letter froni 
eports, which have re- 
peatedly referred to “a Nakasone letter,” suggested Nakasone might be plan- 








In an exclusive interview with the REVIEW after his return Tani said that s 


liamentarians of the two Koreas during 1986 as well as between Red Cross of- 


exercises but said he would take care not to 
*cause irritation" to the South. | 
Ina series of talks with Ho which lasted 
about four hours Tani asked for a “flexible” 
- North Korean attitude towards the question of 
participation in the Seoul Olympics, but re- 
ceived a non-committal response. Tani, ho 
ever, seems to feel that the chances of North. 
and South Korea reaching an agreement on the 
Olympics issue are reasonably good. At there- 
cent Universiad games in Kobe, when teams. 
from North and South were ‘represented, 
South Korean players were cheered by spec- 
tators from Chosen Soren, the pro-North or- 
ganisation of Korean residents in Japan. North 
Korean players got "mit support from 
Daikan Mindgn, the pro-Sout organisation. " 
The chairman of North Korea's Council fo 
Foreign Economic Relations, Deputy Prime 
Minister Kim Bok Shin, expressed strong in- 
terest in stepping up economic relations with. 





the North Korean debt problem. Negotiations on the North' 
Yoshihiko Nomura, executive director of Japan's East Asia Trade Research 


Japan's Ministry of International Trade and Industry can resume export i insur- 


Tani said North Korean officials had referred to a list of 20 joint-venture 
d in which they ho € to interest Japanese companies once economic re- 
ations are normalised. The same list had been shown to the chairman of an 
Osaka private railway compa vH Osaka Nankai Dentetsu, who interviewed 


Japan's Foreign Ministry has done its best to distance itself from: the Tani 


was issued strictly on his own authority. Tani told the REVIEW, however, that 
he had briefed Foreign Ministry officials as well as Nakasone on his talks in 
Pyongyang. He also said that the Japan-North Korea Parliamentary 
Friendship Association, of which he is acting chairman, would endorse the in- 
vitation now that Ho had definitely accepted it. M | 

The South Korean Embassy in Tokyo has apparently already asked the 
rol Mines not to lp any | visa IUNII A for Ho. 
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Tokyo considers formal participation in SDI 


By Richard Nations in Tokyo 


camper en controversies over nuclear 
weapons strike the Japanese as 
esoteric, dangerous and immoral, and 
for most of the post-war period Tokyo 
has maintained a polite distance from 
the nuclear politics polarising Europe. 
But now Japan has been swept into 
the centre of the superpower contest for 


| Western opinion as Washington and 


Moscow overhaul their arms-control 
diplomacy around the concept of 
Strategic defence — “Star Wars" — 
which places a new military premium on 
Japanese high technology. The Japan- 
ese are both flattered and perplexed. 
Tokyo is still officially "studying" 
whether to participate formally in the 
Reagan administration's Strategic De- 
fence Initiative (SDI). But Japan's 
procrastination stems from uncertainty 
over how SDI will affect Prime Minister 
Yasuhiro Nakasone's delicate balancing 
act in pursuit of two incompatible objec- 
tives: Nakasone hopes both to crystal- 
lise a new national consensus around a 
strong defence role for Japan while 
simultaneously pursuing the recent 
opening to Moscow. A divisive national 
debate over nuclear defence could upset 
either or both of these efforts. 


pun debates Japan's role in SDI 
ater this month. Meanwhile, Tokyo has 


Ee corporatifns are not excluded 
rom the Pentafon-directed regearch 


the national race for technological 
supremacy to the end of the century. 

In one of his first acts as prime minis- 
ter, Nakasone early in 1983 signed a 
bilateral agreement with the US on de- 
fence-technology sharing, which swept 
aside the legal obstacles to practical co- 
operation between the US Defence De- 
partment and J fijas private corpora- 
tions. Many of the technologies SDI re- 
search is expected to stimulate — laser, 
fibre optics, artificial intelligence and 
new industrial materials, for example — 
are already being developed in Japan- 





| ese commercial laboratories, and Wash- 


Kk ii E 


in 


ton has encouraged Tokyo to over- 
e the strictures on arms exports to 
- allow US military access, in principle, to 
any new discoveries. 

Thus, while Tokyo has not gone 
beyond expressing “understanding” of 
- the SDI programme — intended as a 
wote of confidence in Reagan's ap- 
proach to arms control the 
mechanism for private-sector participa- 
tion in SDI is already well in place. US 


- | Defence Department officials are said 


L k 


A 


Gorbachov; Brezhnev: change of thrust. 


to have made an extensive survey of po- 
tential SDI-related technologies being 
developed in the Japanese private sec- 
tor; and a protocol establishing the for- 
mal mechanisms for technology transfer 
to the US was signed last December. 

At least one Japanese firm, Hitachi 
Magnetics, is already reportedly en- 
gaged in SDI-related contract work, 
providing magnetic components in a 
particle-beam weapons research project 
conducted by the US-based Los Alamos 
Research Centre. Japanese defence 
sources said other Japanese corpora- 
tions actively considering SDI participa- 
tion include Sumitomo Electric Indus- 
tries, which has conducted advanced re- 
search in fibre optics, and a unit of the 
Mitsubishi group, which has developed 
4 


a posture-control mechanism adaptable 
to stabilising space-based reflectors. 


A: with most contentious issues in Ja- 
pan's defence debate today, the 
problems surrounding SDI have more to 
do with form than substance — but of- 
ficials do not underestimate the potential 
force of public protest to any formal 
agreement linking Japan openly to SDI. 
Although the opposition to SDI has not 
yet crystallised, the Japan Socialist 
Party (JSP) and the Japan Communist 
Party are expected to spearhead the at- 
tack on Star Wars as violating a 1969 
parliamentary resolution opposing the 
militarisation of space. 

The 1969 resolution is now being 
used as a pretext to challenge what the 


Left sees as another step by the ruling 



















ns TD |. trac 
y subordinating the count 
further to Washington's strategic ¢ 
signs. Star Wars smacks of the “colld 
tive security” prohibited by Japa 
“no-war’ constitution, and as such it nq 
only irritates Japan's nuclear allergy bj 
threatens to provoke latent nationg 
and anti-American sentime 
the popular esteem for Jag 
pacifist framework. 
Japanese leaders guid 
towards a more as 
nationalist role have beg 
avoid triggering such 
backlash. But a recent petitit 
Physics Society of Japan cond 
SDI for “leading down the pat 
clear war and militarisation of sci 
research” gathered more than 2,00 
natures from intellcdissedssemertmi: 
and researche dication t 
highly contro? SDI could 
Japan’s torpid anti-nuclear moveme 
back to life. È 
“SDI is a double-edged sword,” 
commented one Foreign Ministry offi- 
. cial, who sees formal in- 
volvement in Star Wars as 
the next decade's equiva- 
lent to Japan's 1981 commit- 
ment to 1,000 miles of sea- 
lane defence. This unpre- 
cedented step towards *col- 
lective security" undertaken 
by former prime minister 
Zenko Suzuki was Japan's 
answer to the rise of Soviet 
naval power in the Pacific 
and amounted to a break- 
through in the trend towards 
Japan's. internationalisa- 
tion on the defence front. 

A clear-cut political 
commitment to SDI, com- 
parable to Britain's SDI 
agreement, is seen by pro- 
ponents as the next logica 
step in the same process 
one which will demonstrate 
Japan's solidarity with the 
Western alliance, ease the 
country off the neutrality 

guaranteed by its no-war constitution and 
allow a credible sharing of the Western 
defence burden. Japanese leaders credit 
Suzuki’s sealane-defence policy with off- 
setting some of the trade tensions with 
the US and Europe, and SDI involvement’ 
could have the same consequence. *We 
cannot afford to remain aloof from SDI," 
a Japanese official commented. “It’s Ja- 
pan's entry to the entire Western strategic 
game through the end of the century." 
But even its most committed suppor- 
ters anticipate a formidable chore sell- 
ing SDI in a country where nuclear is- 
sues still provoke a moral and emotional 
revulsion among intellectuals and a 
large section of the public. Arguments 
for Star Wars are expected to collide 
with the “Hiroshima complex” — an in- 
grained popular resistance in Japan to 
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longkong but : T ow what it 
eant to the Chinese Communist Party. 
at reference was edited out without 
sulting Cheung. ATV's chief editor 
Wan-lung said he edited the re- 
rks for technical reasons which had 
thing to do with the content. But 
eung said had she been consulted, 
would have objected to any editing 
arview. 
ATV journalist Diana Lin 
inese channel was much 
its news converage and 
uch on sensitive or con- 
es. Lin, who left ATV last 
d: "My colleagues used to 
* local Chinese viewers could 
ded by such stories because 















they were more conservative. There is 
also a feeling that the Hongkong people 
are already upset with the uncertainty 
surrounding the two years of Sino-Bri- 
tish negotiations and. we should not 
upset them any more with worrying 
news. 

Another event which dominated the 
broadcasting media in the past few 
months was the report of the Broadcast- 
ing Review. Board (BRB). The board 
was appointed by the Governor Sir Ed- 
ward Youde and the Executive Council, 
Hongkong's highest policymaking body, 
in February 1984 to recommend future 
broadcasting policies. 

The BRB has recommended turning 
RTHK into an independent public 








Tsui: Lee Yee; Hu; Wan: high prestige, low readership. | 


nfluence in Hongkong, many wonder 
iow much longer some of these 
nagazines can keep their indepen- 
lence. All the editors interviewed said 
hey have not yet felt any strong pres- 
are from China to soften their stances, 
hough Xinhua has invited them often 
o banquets. 

Most feel as long as the Hongkong- 
3ritish administration is still here, they 
‘hould be able to do largely what they 
vant to do. Hu Chujen, editor of Pai 
Shing, anticipates some sort of “adjust- 
nents” in the editorials of all publica- 
ions in Hongkong, with most dropping 
heir *confrontational tone" against the 
:ommunists. 

Wan said his magazine is probably 
the one *most hated by the Chinese and 
[ have not been invited to any Xinhua 
banquets." Despite his many unpleas- 
ant experiences with Peking's suppor- 
ters in Hongkong, including their well- 
known sabotages against his short-lived 
attempt to launch a daily in 1981, Wen 
remains unrepentant. “We'll not 
change for 50 years or more . . . and if 
ever we feel we are under intense politi- 
cal pressure, we'll stop publishing im- 
mediately.” 
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Hu echoes the same view: “I'll quit 
and be a hermit the day I can no longer 
speak the truth or to operate indepen- 
dently." However, he confesses he will 
be cautious in taking the final step be- 
cause he has spent the past 20 years get- 
ting where he is now. When asked to 
comment about the heavy advertising 
support Pai Shing is getting from 
Chinese enterprises, Hu replied: “Busi- 
ness is business. We can have no reason 
to turn away advertisements which con- 
stitute an important source of revenue. 
But we are also careful not to rely 
too much on such support in the long 
run. 


Or say that these political 
magazines may be able to survive in 
Hongkong after 1997 because they will 
serve as a useful public-relations exer- 
cise for China, convincing the world 
that *free expression" is allowed in the 
territory. Some editors quietly express 
fears of possible persecution in the fu- 
ture. Most of them have not dared to set 
foot in China for years. The survival of 
these magazines after 1997 will be an ac- 
curate barometer of the Chinese com- 
munists’ willingness to tolerate a cri- 


broadcaster, to be financed by adffertis- 






ing revenue from a partial monopoly on 
the prime time of both the Chin§se TV 
channels. BRB chairman and High 


Court judge, Noel Power, denied the 
proposal was in any way related to the 
issue of 1997, when Hongkong is to be 
returned to China. But some BRB 
members privately admit to the political 
reasons for hiving off RTHK from the 
government. This would deprive future 
governments of a very powerful and well- 
organised propaganda machine. Szeto 
Wah, unofficial member of the Legisla- 
tive Council, said the argument does not 
hold water, since commercial stations 
are also very open to manipulation by 
the authorities. — Emily Lau 


tical press when Hongkong becomes 
a special administrative region of 
China. 

Whatever may be in store for Hong- 
kong's political periodicals, more main- 
land Chinese publications are likely to 
follow the footsteps of the People's 
Daily and the weekly Outlook to pub- 
lish overseas editions with Hongkong 
readers as their main targets. 

The Hongkong edition of the Peo- 
ple's Daily , launched last summer, is 
transitted by satellite from Peking. Out- 
look followed suit in January this year, 
with the magazine being typeset locally. 
Both publications have set up offices 
here; the five-man Hongkong bureau of 
People's Daily is believed to be the 
largest of all its bureaux overseas. 

The arrival of two leading Chinese 
publications reflects the increased 
priority China attaches to propaganda 
work in Hongkong. Analysts believe 
other similar organisations will also be 
encouraged to estab a foothold loc- 
ally tq improve Chind's image among 
Hongkong residents. China has also 
begun marketing aggressively its books 
and periodicals in Hongkong which are 
sold mainly in Peking-affiliated book- 
shops. 

To meet local “tastes, needs and 
habits,” both the People’s Daily and 
Outlook use traditional Chinese charac- 
ters and not the simplified ones with 
which Hongkong readers are unfamil- 
iar. Compared to the mainland edition, 
the overseas ones also have a more at- 
tractive layout, with better pictures and 
snappy headlines. Special sections have 
been set up for Hongkong-oriented 
stories, such as interviews with Hong- 
kong government officials and leading 
businessmen. There are also stories 
about China’s unification policy and 
patriotic Overseas Chinese. 

Despite these differences, the over- 
seas editions are not much different 
from their mainland counterparts in the 
treatment of news. Articles publicising 
the policies of the Chinese Communist 
Party dominate the pages while stories 
on Hongkong are slanted with pro-Pe- 
king angles. R) 
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t want to rock the boat. 


| to move ro company’ 's incor- 
on to Bermuda. TVB gave it a 
passing 30-second mention in its busi- 
ess news, which is not part of the main 
ening news, On the following day, the 
was the front-page lead in most 
papers, since the move was seen as a 
of no confidence in the MEET 
future of Hongkong. 


ngiced the average 
-with heavy 


n “fashion and 
Ossip, and sports and 
ntertainment, — but 






ois T per issue. TV W ek, Tice for 
. dis light entertainment, claims a circula- 
tion of 400,000. 
* in contrast, €heng Ming, the best- 
-selling magazine on Chinese and Hong- 
" kong politics, prints 60,000-coples per 
. issue. The Nineties, the second most 
popular among the heavies, sells about 
,000 copies. The rest of the 10 politi- 
i magazines, such as Pai Shing, Wide 
de and the Mirror, all have a circula- 
n of less than 15,000. 
Despite the low circulations, the po- 
ical magazines enjoy high prestige 
loyal readership locally and abroad. 
h their editors’ extensive contacts 
nd excellent understanding of contem- 
rary Chinese politics, these maga- 
ines are recognised as essential reading 
r China-watchers. 
The extensive business relationships 
ch the owners of the Mirror and 
é A have with China provide the 
ro-Peking publications with access 
e el conidential materials. 
: and The Nineties often ob- 
ion from anti-Peking ele- 
wan and China wanting to 
8 known to the outside 
contain contributions 
1ese academics. 
nded in these maga- 
highly coloured by 
i weiters; au 
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| be flooded by m 


Yourself Tonig t. But TVI 


gra 


maintain adamantly that th 
undue pressure put on them. 
Another example of TVB’s peculiar 
news sense was their exclusive interview 
with Chinese defector Wu Yalun, who 
spoke to TVB journalists at great length 
when the whole of Hongkong was look- 
ing for him. Wu was in Hongkong in 
September 1985 with a trade delegation 


| from China, when he requested asylum 


in the US and also tried to commit 
suicide. 

Although TVB had the exclusive i in- 
terview, it did not use it for half a day. 


ierit 


Sometimes TVB's news is so bland | After Wu left TVB's studio, he was es- 
—ÓÁÁ— — —À— ——Á— ———— —————— 






because they touch on serisitive topics 
not discussed openly on either side of. 
the Taiwan Strait... — 

Some of the ‘well known. scoops 
these magazines have obtained include 
the trial in Peking of Wei Jinsheng. 
leader. of the short-lived democracy 
movement in. 1980; seven ‘letters ab 
legedly written by Taiwan writer Henry: 
Liu before his murder by Kuomintang 
intelligence officers in 1984, and more 
recently; documents on the: rivalry be- 
tween Chinese leaders Deng Xiaoping : 
and Chen Yun: 

According to a well- knwon Sinolo- 
gist, Cheng Ming in 1978 consistently 
provided "the single most. important 
source of information on the power 
struggle between. Deng and Wang 
Dongxing. So accurate was the informa- 
tion that I suspect Deng was using the 
magazine to drum up publicity. to oust 
his opponents in the late 1970s.” 

ost of these publications are ban- 

ned in China, Taiwan and some parts of 
Southeast Asia. Peking says they "ob- 
struct unity and stability." Critical 
analyses, however, always make better 
reading than. propaganda. So, the limit- 
ed number of copies circulated privately 
in China and Taiwan are read ardently 
by interested officials and intellectuals. 
E Hongkong where these magazines 

are easily available, circulation has 
stagnated. With the rapid political deve- 
lopments in Hongkong over the past two. 
years, more Hongkong people should, 
in theory, be interested in politics. Ac- 
cordingly, two or three new political 
magazines came on the.market during 
this period — but closed down after less 
than a year because of unsatisfactory 
circulation and advertising revenue. 

Meanwhile, the market continues to 









































The fee for.outside contributions. is 


magazines is a strong; perso 
‘has had a bitter taste of Chinese politics 


and a Hongkong delegate 
Chinese People's Political Consultativ 
Conference, suffered at the hands o 
radicals when he returned to China after 
closing up his business in Burma in: 


stand for his magazine, Tsui argues that 
his 4s a more effective formula to. infu- 
ence the communists. “When I criticise © 
them, it’s like an elder scolding a young- 
ster he loves. dearly. My criticisms are 
| mild but constructive, and will be lis- 
tened to by the Chinese." 













cause ney wanted to ip: a" ; 
balanced report.” He said the stat d 
emphasis was on professiona 
rate reporting and did nog" Otty ab 
competing with other neg 5 media, 
ATV has also been 'iccused Of s 
censorship. In Januar 1985, ATV 
terviewed the newly app inted direct 
of Government Informaflon Service 
Cheung Man-yee, duringWwhich s 
spoke of freedom of the press¥n Hon 
kong and China. Cheung said Se kne 
what freedom of the press 
































and the hang 
fairs publica ; 
gle to keep out of the red. Low adi 
ing revenue is a common feature 
these highbrow magazines, whose i 
come derives mainly from circi tion, 
Low-cost production is: 

tor. Most operate with only 
full-time. editorial staff 





















































meagre HK$100 (US$12.80) per 1,00" 
words. By squeezing the budget, ex 
penses are reduced to a bare minimuni 
of, for example, HK$30,000. per issue 
for Wide Angle. according to its edito. . 
Lee Kwok-keung. 

Sheer determination is what kee 
the editorial staff, who.are driven 
by a sense of mission than m 
wards, going. Behind cac 


at one time or another. Wan Fai, foun 
er of Cheng Ming, worked for the pro. 
Peking Wen Wei Po for nearly 30 years: 
In 1977, he left. to start his ow 
magazine because *] felt I had told to 
many lies." Lee Yee, founder ot 4, 
Nineties also has gone through mu 
searching before his conversion 


staunch supporter to a critic of China. 
Tsui Sze-man, editor of the Mirror 


to the 


1964. In adopting a pro-Peking editorial 


Lee of Wide Angle admits to being 
"pro-communist but we also have our 


independent thoughts, our own princi- 
ples. 
backwards to please Xinhua’ [news- 
agency, China’s official representative 
in Hongkong]. We haven't. per pied 
one cent from C hina." " 


We don't, for example bend over 




















rities. This is partly because of the 
stern journalistic tradition, which 
hasises a critical and analytical ap- 
ach in its coverage of governments 
business. 

The Chinese Government has al- 
s been more tolerant of criticism in 
lish-language newspapers, 
se most people here do not 
owever, Peking is ex- 
e to unfavourable re- 
entaries in the Chinese- 


Ewatch tK eir step. 

independent Chinese-language 

per well known for its hostility 
munism is the Hongkong 





porters with university degrees or post- 
secondary college diplomas. In 1985, 
the Chinese. University of Hongkong 
and three post-secondary colleges — 
Hongkong Baptist College, Shue Yan 
College and the Taiwan Kuomintang- 
connected Chu Hai College — pro- 
duced 163 journalism graduates. 

However, many of these graduates 
did not enter journalism. In the past, 
the four institutions have been criticised 
for not adequately preparing their stu- 
dents for the requirements of the local 
media. In 1979 the government tried to 
remedy the situation by appointing a 
journalism training board to provide in- 
service training. But the programme has 
not been very successful in solving the 
problem. The crux of the problem re- 
mains the industry's inability to attract 
and retain good people. 

The field's numerous problems are 
aggravated by the lack of a strong union 
to fight for journalists’ rights. The 
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»porters at work: often treated with contempt. 


circulation, it is very influential among 
businessmen, professionals and intel- 
lectuals. Founded at the height of the 
1973 stockmarket boom, the newspaper 
has been consistently profitable. It 
seeks to reflect the views of the business 
community and prides itself as one of 
the first publications to be concerned 
with Hongkong's future. The Lins used 
the newspaper to argue, unsuccessfully, 
for continued British administration 
after 1997. 

Like many conservative Chinese in- 
tellectuals, the Lins are deeply suspi- 
cious of Western-style democracy and a 
one-man, one-vote electoral system — 
political institutions which have not been 
introduced in Hongkong. Neither the 
Journal nor Ming Pao supports West- 
ern-style democracy for Hongkong and 
have instead looked to Singapore s au- 
thoritarian meritocracy as a model for 
the territory. — Emily Lau 


SOUTH CHINA MORNING POST 


HKJA was formed in 1968 and its 
biggest problem since has been attract- 
ing Chinese members, who make up the 
bulk of Hongkong's 1,500 or so jour- 
nalists. Among the numerous news 
media organisations, the HKJA is the 
only one that claims to represent report- 
ers. At present, the HKJA has 300 
members, half of them Chinese. Vice- 
chairman Wong Kwok-wah said they 
have finally succeeded in making 
Chinese journalists feel it is their club. 
The difficulties faced by the HKJA 
in defending its members’ interests is 
mainly due to the lack of support and 
unity within the industry. It is a chicken- 
and-egg situation, with many journalists 
not joining because they view the 
HKJA as impotent and the HJKA re- 
maining impotent because few will join. 
Another problem is the industry's high 
turnover rate, which makes it difficult to 
maintain a cohesive organisation. 
— Emily Lau 

















High on hype, 
soft on 1997 


The electronic news 
media play a very sig- 
nificant role in Hong- 
kong as TV and radio 
news not only reach a 
very large audience, 

- uk they also influence the 
ECCE coverage in the 
Chinese-language press. It is estimated 
that more than 95% of households have 
a TV set. 

Hongkong has two commercial TV 
stations: Television Broadcasts (TVB) 
and Asia Television (ATV). Each has a 
Chinese and an English channel. The 
privately owned Commercial Radio 
broadcasts in Chinese and English and 
the British Forces Broadcasting Service 
caters for the military. j 

The government owns and operates 
Radio Television Hongkong (RTHK), 
which has its own radio station and 
transmits 14 hours of TV programmes 
weekly on the two commercial chan- 
nels. Ironically, amid a tendency of 
growing self-censorship, the state- 
owned RTHK News has emerged as one 
of the most independent-minded news 
organisations in Hongkong. 

TVB began operation in 1967 as the 
first: wireless TV service. During the 
past two decades, TVB has become the 
premier broadcaster in Hongkong, with 
80% of the viewers, compared with 
ATV's 20%. The company's majority 
shareholder and chairman is movie 
magnate Sir Run Run'Shaw. In January 
1984 TVB was floated asa public company 
and thé group reported a HK$204 million 
(US$26.15 million) annual net profit. 

Its rival ATV is the former Rediffu- 
sion Television (RTV). In 1981, the 
government approved RTV's applica- 
tion to accept an injection of Australian 
capital, which took over 60% of the 
shares. In 1982, Deacon Chiu of Far 
East Holdings acquired 50% of the 
station and renamed it ATV. In 1984, 
he acquired the remaining 5076 shares 
held by the Australians. Chiu is a 
member of the Chinese People’s Politi- 
cal Consultative Conference. A report 
by the Television Advisory Board in 
October 1984 said ATV had succeeded 
in reducing its losses and was achieving 
a small profit. But rumours of Chiu try- 
ing to sell ATV kept cropping up. 

Both TV stations have young and 
energetic news teams. Besides provid- 
ing lively local coverage, both stations 
also air extensively syndicated interna- 
tional news. The competition is keen 
and friction and confrontation is not un- 
common. On the coverage of the highly 
sensitive 1997 issue, both stations have 
adopted a cautious approach, some- 
times to the extent of downplaying im- 
portant stories. Although with a smaller 
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A rice deal with China could prop up the SAP 


By John McBeth in Bangkok 

he recent signing of a US$43.3 mil- 

lion rice-and-maize deal between 
Thailand and China represents a singu- 
lar triumph for Thai Deputy Prime 
Minister Siddhi Savetsila. The deal 
which comes during an economic slump 
and in the wake of the collapse of the 
controversial domestic scheme to sup- 
port the price of rice (page 99), may help 
to bolster the image of Siddhi’s Social 
Action Party (SAP). 

The impact of the slump in com- 
modity prices has been such that for 
the past two years the Thai Foreign 
Ministry has pushed the Cambodia issue 
to a side burner and instructed its 
diplomats to spearhead the search for 
new markets for the country's agricul- 
tural exports. Backed by a team of pri- 
vate-sector economic advisers, Siddhi, 


who is also the foreign minister, has* 


tried to lead his ministry by personal 
example. 

Under the 1986 Sino-Thai trade pro- 
tocol, Peking had undertaken to pur- 
chase 100-120,000 tonnes of rice. But 
when Chinese Foreign Minister Wu 
Xuegian visited Bangkok last De- 
cember, Siddhi asked him whether 
China would consider buying more to 
help Thailand deplete its rice stocks and 
allow market mechanisms to shore up 
domestic prices. 

Foreign Ministry sources say Wu at 
first demurred, pginting out that China 
was already becofning self-sufficient in 
rice and also that it was running iato in- 
creasing foreign-exchange problems. 
But Siddhi persisted, stressing it was 
crucial for Thailand that rice prices re- 
main stable with the new harvest com- 
ingin. When Wureturned home, he was 
carrying personal appeals from Thai 
leaders to elder statesman Deng Xiao- 
ping and Premier Zhao Ziyang and a re- 
rÍ- from Siddhi for an early reply to 
the Thai proposal. 

The Chinese leaders responded 
promptly. Not only would China pur- 
chase 200,000 tonnes of rice — 80,000 
tonnes above the maximum agreed 
amount — but it was also interested 
in buying 110,000 tonnes of maize, a 
commodity not even included in the 
protocol. The follow-up was just as 
swift, with the Thais and a visiting 
Chinese trade delegation taking only 
five days of negotiations to settle the 
price. On 22 January, Chinese and Thai 
officials, with Siddhi proudly looking 
on, signed a deal to buy the rice at 
US$156 a tonne, a price higher than the 
market rate. 

Thai diplomats say Siddhi's personal 
relations with Chinese leaders had a lot 





to do with the Thais clinching the deal. 
But they also point out that the close- 
ness of the bilateral relationship has 
been due in large part to Peking's non- 
interference in Thailand's internal af- 
fairs, tracing that back to its decision to 
stop providing assistance to Thai com- 
munists since the late 1970s. 

The China deal could not have been 
stage-managed better, coming only a 
week following the resignation of com- 
merce minister Kosol Krairiksh and the 
subsequent dropping or reshuffling of 
four other SAP ministers holding eco- 
nomic portfolios. The cabinet reshuffle 
was initiated by the party itself in an ef- 
fort to repair some of the political dam- 
age caused by a downturn in the coun- 
try's economic fortunes. The SAP is the 





senior partner in Prime Minister Prem 
Tinsulanond’s ruling coalition, which 
also includes the Democrat, Pracha- 
korn Thai (Thai Citizen) and Progres- 
sive parties. 


erhaps the most harm was done by 

the rice  price-support scheme, 
bravely guaranteeing farmers Baht 
3,000 (US$112) a tonne, which the 
well-intentioned Kosol had pushed for 
from the outset against the opposition 
of Prem's chief economic adviser, Vira- 
phol Ramangkura and Siddhi. “Kosol 
wanted to solve the problem by estab- 
lishing a minimum price, whereas Sid- 
dhi was hoping to secure as many export 
orders as possible, using market 
mechanisms to push up the price," said 
one ministry source. Pointing to the dif- 
ferent policies that have since been 
adopted by new Commerce Minister 
Surat Osathanukroh, he added: “A lot 








of what kN : TS. 10 
done. No one talks about the 
scheme any more." | 

Still, the battle is far from won. 
officials acknowledge, there is a c 
tinuing struggle within the governm 
between advocates of free-mar 
forces and those who still believe 
market intervention to keep pg#es 
relatively stable. It is also t 
determine just how much S4 
has risen in the SAP and Mhether he has 
the stature and the pafience to over- 
come rifts that could endgnger the coal- 
ition itself when parliameXt reopens in 
May. \ 
Probably the new lea «s most 
important task is to try and placate 
former deputy prime minister\Boon- 
theng Thongsawsdi, who lost his bost to 
Siddhi in the 16 September parly re- 
shuffle. Iu Ed - 7 

Although there seems to be g£neral 
agreement that Boontheng was Wer- 
shadowed by Democrat leader and fe' 
low deputy prime minister Pichai Rai 
takul during his nearly three years in of- 
fice, it is also clear that the decision to 

oust him from the 
cabinet has alienated 
the party's northern 
wing. 

The Democrats, for 
their part, have ap- 
peared to go from 
strength to strength, 
winning a clutch of by- 
elections and managing 
at the same time to 
steer clear of any prob- 
lems that might recur in 
the general elections 
scheduled in 1987. 
Pichai's friendly, out- 
going personality is ob- 
viously an- important 
asset, but he is also a 
skilled politician who 

-has in the past scorec- 
points off SAP in i. 
economic bailiwick. 

A former foreign minister him- 
self, Pichai has been careful to hold 
his own counsel on foreign affairs and 
on the seemingly set-in-concrete posi- 
tion on Cambodia over which Siddhi has 
unchallenged authority. Now that the 
SAP leader has become one of his oppo- 
site numbers in the cabinet, he will no 
doubt be doubly cautious to avoid fric- 
tion. 

Certainly, Siddhi is now acting much 
more like a politician — even to the 
point of linking the SAP to some of the 
accomplishments of the Foreign Minis- 
try. What intrigues some Western 
analysts, however, is whether the politi- 
cisation of Siddhi may at some point in 
the future expose him as a prime politi- 
cal target in any acceleration of the 
domestic debate over Thailand's Cam- 
bodia policy, particularly if the Viet- 
namese make life a lot tougher along the 
eastern border. Oo 
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isdal budget bill on the strength of the 

's numerical superiority — and the 
sequent indictment of seven NKDP 
ebislators for resorting to violent pro- 


DJP's less-than-gentlemanly 
igg with the legislative pro- 
indicate that the govern- 
nly nominally commit- 

of dialogue and com- 










ess — woul 
nent remains 
ed to a politi 
'romise. 
Caught the middle of all this 
vranglingAs a middle class increasingly 
oncernéd, even alarmed, over the 
»rospegt of renewed political strife set- 
ing batk whatever political stability has 
»een gchieved so far. Although mainly 
'oncqrnede with their day-to-day strug- 
‘le to¥earn a living — especially in this 


= . 


Militant students: disturbing pattern. 


period of economic slowdown and rising 
inemployment — the middle class is 
jevertheless frustrated by the repeti- 
ion of chronic political unrest and con- 
rontation. The spectre of renewed po- 
itical intervention by the nation's mili- 
ary worries South Koreans as the 
:ountry prepares for two critical events 
n 1988 — an end to Chun's term in of- 
fice and the hosting of the Olympic 
Games. 
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However, unless the present econo- 
mic downturn worsens decidedly the 


middle class is unlikely to undertake 


open dissent against the government in 
favour of the opposition NKDP. No 
matter how strongly they are committed 
to full denmocracy, it is doubtful they 
would risk economic and political stabil- 
ity under Chun to achieve it. As for the 
opposition, its image as a divisive group 
still groping for cohesion under the 
rivalry of Kim Young Sam and Kim Dae 
Jung — the two dissident leaders behind 
the NKDP, each perhaps harbouring 
different approaches to the realisation 
of democratic goals — has left the mid- 
dle class less than completely confident 
in the NKDP's leadership. 


W hat ought to concern the opposi- 
tion and ruling parties alike is the 
continuing trend of radicalisation among 
the nation's students and other intellec- 
tuals, who are losing patience 
with Chun's gradualist ap- 
proach on the question of 
democratisation. Last year’s 
demonstrations displayed a 
disturbing pattern of student 
activism, increasingly identify- 
ing itself with neo-Marxian so- 
cial, economic and political 
theories. 

With some student leaders 
attacking the NKDP as well as 
the DJP as being “too conserva- 
tive" for their blueprint on how 
South Korea ought to evolve 
politically in the years ahead, 
the campus radicalisation is 
eroding the base of conserva- 
tive politics shared by the two 
parties. For example, students, 
blaming all the ills of post-inde- 
pendence failures on conserva- 
tive parties, are beginning to 
advocate populist and even 
neo-Marxian *mass" views. 

While one major pending 
issue surrounds the wresting 
away of the tradition of politi- 
cal activism from student radi- 
cals, the middle class’ widely 
shared consensus for develop- 
ing a political system commen- 
surate with the country's ad- 
vancing economy must elicit 
constructive responses from 
the government. South Korea 
deserves a break from its vic- 
ious cycle of politics. As the 
economy propels the nation 
closer to a much-coveted “de- 
veloped" status in the next few years, 
Chun and his supporters must come to 
terms with the need for broadening the 
base of political participation, or risk 
facing student radicalism spilling over to 
institutional politics — namely the es- 
tablished political opposition. 

In his New Year policy statement de- 
livered on 16 January, Chun opened the 
door of opportunity for developing a 
politics of compromise and dialogue by 





saying the constitutional amengmerut 
could be publicly debated fron@ 1989. 
His definition of a “grand politic” rests 
on the notion that the nation should call 
for a moratorium on confrontational 
politics in order to better focus its 
energy on the upcoming political sche- 
dule leading to his peaceful retirement 
and the successful hosting of the Olym- 
pic Games. If all goes well, Chun will be 
the first president in the nation’s history 
to step down peacefully at the end of a 
constitutional term. 

Given the nation’s political culture in 
the past and at present, Chun’s speech 
has provided an opportunity for both 
sides to build much-needed mutual trust 
and confidence, which could eventually 
lead to more detailed negotiations on 
the general direction of democratic re- 
forms. In exchange for the opposition’s 
agreement to accept his political time- 
table for debating the constitutional 
amendment in 1989, for example, an 
agenda for talks with the opposition 
should include a definite commitment 
by the next president, elected under the 
present charter, to hold a national re- 
ferendum on the constitutional amend- 
ment and to abide by its result. Depend- 
ing on the referendum’s outcome, the 
government succeeding Chun could be 
an interim one. 

If this appears too long term and un- 
certain in perspective, a second scenario 


€ Chun and his supporters 
must come to terms with the 
need for broadening the base 


of political participation, or 
risk facing student radicalism 
spilling over to institutional 
politics \ Es 





might be for the DJP and NKDP to 
agree to improve the current presiden- 
tial electoral system to ensure a fair 
chance for an opposition candidate run- 
ning in the next presidential election 
due in 1987. An agreement on this 
agenda would be particularly useful to 
help diffuse the present tension as it 
would give the opposition a chance to 
deal with the government in seeking po- 
litical progress through legitimate 
means. 

This year will not be an easy one 
for South Korea. The process of po- 
litical negotiation looming © ahead 
abounds with pitfalls and lends itself to 
numerous variables. However, a suita- 
ble compromise package could put to 
rest for the time being the partisan is- 
sues that sap so much energy from 
South Korean political institutions, 
allow the nation to direct attention to 
other pressing issues at hand and foster 
an atmosphere of dialogue and consen- 
sus — laying the foundation for a truly 
new era in the country’s political deve- 
lopment. HI 
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"n (stat 10 days after the 
n he denied allegations that 
id given permission for Tan’s ar- 
. “Just because we are silent does 
not mean that we are not doing any- 
jS? he said, pointing out that he 
ent Finance Minister Daim Zai- 
n to visit Tan and Singapore Fi- 
€ Minister Richard Hu on 23 Janu- 








ir.also denied speculations 
local Chinese press 
United Industries chair- 
atuk Khoo. Kay Peng had also 
een arrested. Khoo is also chair- 
nan of the national Tourist Develop- 
. ment Corp. (TDC), and with the high- 
_ profile Pacific Area Travel Associa- 
fion conference coming up in April, 
"Mahathir had to quash any rumours 
that would taint the TDC's good 
image. 





















Bicanwhile, MCA leaders maintain 
IW that Tan will continue to. be their 
par ty president. Refusing to discuss any 
possibility of Tan's eventual resignation, 
deputy president Datuk Ling Liong Sik 
insisted: “We will cross the bridge when 
we come to it. We are not the type of 
people who run away from friends." 
. The MCA cannot splinter now and it 
realises this, remarked a Chinese ob- 
j| server, H the MCA wants the suppport 
4 ofthe National Front, it has to prove its 
| Own unity — finglly after 20 months of 
internecine fighting. 
But even though party grafsroots 
]ight be sympathetic, many mid-level 
members who had been burnt following 
Tan in his financial dealings would be 
entful of him, especially as the dust 
























: MCA has ignored the first major 
il suit taken against Tan, by Ameri- 
n Express Bank to the tune of 
.83 million (US$4.4 million). 
Nithin the party, the youthful lead- 
anning the central committee can 
together, said several observers. 
ore significantly, non-MCA obser- 
feel that Ling will be able to hold 
ition of acting president unchal- 
d — if it does come that. 
: t already, speculations are emerg- 
an eventual tussle for the post of 
command, Lee and vice-presi- 


e acting number two, obser- 
Such moves, however, 
e obvious until after 
on — the scheduling of 
red. several National 
not be affected by 
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; further, said an observer. So far- 


x Chan Siang Sun would com- | 
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a collision: cou S 





ension between South Korean Presi- 

dent Chun Doo Hwan and the main 
opposition New Korea Democratic 
Party (NKDP) over the issue of a con- 
stitutional amendment in favour of di- 
rect election of the next. president has 
reached a flashpoint. Many observers 
fear that the current deadlock will lead 
to a national crisis reminiscent of the 
1960 student revolution against then 
president Syngman Rhee or to a series 
of turbulences similar to those which 
erupted before and after the October 
1979 assassination of president Park 
Chung Hee. 

The question of how to, break this 
tragic pattern has provoked intense 
soul-searching among many South Ko- 
rean political and intellectual figures. 
The focus of the discussion is on whe- 
ther a negotiated settlement based on 
good faith and compromise is possible. 

The constitutional issue has set the 
government and its critics on a collision 
course. While Chun stresses gradual re- 
form and the importance of political and 
social stability — at least until 1989, a 
year after he is to step down from office 
— the NKDP is dedicated to the princi- 
ple that democratic reforms ought to 
start immediately. Each side claims its 
plan is best suited to sustain the continu- 
ing competition. with North Korea and 
the South's ability to adjust to new in- 
ternational challenges threatening the 
country's export-dependent economy. 

At least on the surface, South Korea 
possesses most of the prerequisites neces- 
sary to make a democracy work. While 
its educated populace is overwhelm- 
ingly anticommunist, an aggressive 
pursuit of free- market capitalism | has 
achieved a capita income of more 
than US$2, 000, helping rapidly to ex- 
pand a middle class desirous of political 
progress based on evolutionary, rather 
than revolutionary, means. . 

However, these 20th- -century deve- 
lopments have failed to overcome a fun- 


damental hurdle to democratic order 


dating back hundreds, if not thousands, 

of years in the country’s history: the Ko- 
rean people lack the tradition of politi- 
cal pluralism and compromise so essen- 
tial to operating Siemectaue institu- 
tions. 

Heavily influenced by ‘its Judeo- 
Christian heritage, the Western demo- 
cratic political processes have evolved 
slowly over hundreds of years.. Major 
philosophical battles were waged over 
the role of the church in statecraft, the 
“divine right" of rulers and the scope of 


individual freedoms. While. democracy 


has had its ups and downs since. then, 


min MA rrt 


| the next election. F 


NNMERO MD D M MM MM MM ERRARE 
Pi Pl a aii rA a Ae rH e e IH AS ti ut Sm a in re m mie ierat a arta aite rmt - 
. 


contrast. Its strong | 


vidual and his right to question auth 


cades of uneven experimentation with 







stitutionalised the concept ai 

trust whereby political gfthori 
from the people. 
The past 500 pes A so of Korea 
history has hardly p 







minimises the import 
vidual and stresses a p 
responsibility within 
political groups. The au 
tical tradition, centred. arou 
tional father figure, has begg 
demic feature" fÜ5ted in c 
Confucian orthodoxy. 

straints on the behaviour of the. 
























ity have tended to preclude a process OF 
dialogue and the spirit of give and take. 
All of this is not to say that South 
Korea today is incapable of achieving 
democracy. What is stressed here is tha. 
a democracy is not simply.a political : sys- 
tem spelled out in a detailed constitu 
tion. It is, rather, a state of mind which 
would maximise and institutionalise the 
ability to achieve a national consensus 
on given political or economic issues 
One observes this process working 
rather smoothly in Japan, where a muck 
less rigid form of Confucian culture has 






















led to the evolution of a largely trouble- 


free form of post-war parliamentary 
politics. 


bd 


I terms of its rigidity. aad Confucian 


orthodoxy, a confrontational model 
still dominates much of South: Korea’s 
internal politics — even after four 








republican form of government. | 
emerged with a strong showing fr. 
12 February general election. 
the NKDP is committed to an i 
promising struggle to obtain “full: 


cratisation" by 1987, ayear before Chun: 
steps down from office. Among the fac- 


tors which render its demand more com- 
plex is its lack of a clear consensus on 
what form of government it wants for 
imple, the 
party's various factions are divided over 
the merits of a pr ntial or a cabinet 
style of governme 
Until recently, at least, similar. in- 
flexibility has guided the ruling Demo- 
cratic Justice Party (DJP), which. has 
vitiated its own much-touted. slogan of 
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role i in supporting the 
ts of countries in the 
' region. " “We cannot deny 
a role i in Asia," 











\ that apan urges the 
r ue military build- 


UT nz seem small diplomatic 
concession’ But they indicate how far 
Moscow Mas managed to deflect the 
course gf nuclear politics away from it- 
self inKhe three years since Nakasone 





point to Siberian deployments of SS- 


20 infermediate-range nuclear missiles 
Qf Moscow's heavy- 
uc lear intimidation. 












handi d policy of: 
pover, the Sow 
as played its part in ‘elevating SDI to 
e latest loyalty test of the Western al- 
liance, complicating the task of forming 
ia favourable consensus for participa- 
tion. Finally, Moscow is attempting to 
align itself openly with Japan's pacifist 
tendencies, while the proponents of 
'SDI are lumbered with the convoluted 
logic of deterrence. 
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examp le, declared not many months 
ago that China's leaders had not re- 
nounced the “Maoist” policy of seeking 
to annex Mongolia. 
.. While in recent months some areas 
of Mongolian-Chinese relations have 
been restored, in particular cultural and 
trade contacts, the Mongolians remain 
suspicious of China's intentions. On one 
hand, Mongolia and China have ex- 
changed visits by song-and-dance en- 
sembles and small friendship-society 
delegations, and signed a border trade 
rotocol and agreements to facilitate 
Bici tourist travel by air and rail in 
summer months: 

On the other hand, the Mongolian 
media have maintained a steady stream 
of anti-China comment, focusing on 
China’s support for “rebel” forces in Af- 
ghanistan and Cambodia, anti-Viet- 
namese operations on the southern bor- 
der and, in particular, development of 
economic and military cooperation with 
the US. Moreover, the latest Mongolian 
book on relations with China goes so far 






as to say that the present Chinese 
“powerholders” are making joint cause 


with “imperialist reactionary forces.” 

. The Mongolian leaders are not re- 
ported to have addressed the problem 
of relations with China directly during 
Shevardnadze's visit. They are limiting 


themselves in public to Mongolian party | 
general secretary and President Jambyn | 


Batmonh's declared position of “watch- 
ing with interest” th course o 
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t peace offensive - 


consulta | 


By Suhaini Aznam | in Kuala Lumpur © 


A‘ the initial shock of busiriessman- 
politician Tan Koon Swan's arrest 


for abetting criminal breach of trust. 
and fraud and cheating abated, the rul- 
ing National Front has emerged solidly 
behind the Malaysian Chinese Asso- 
ciation (MCA) of which Tan is presi- 
dents =! 

Looking exhausted and visibly 
moved, Tan returned home to a rousing 
welcome from about 8,000 party sup- 
porters who lined the airport driveway 
and jammed the terminal building on 2 
February. The hero's welcome obvi- 


ously surprised Tan on whom the Singa- 
pore court had just slapped a total of 15 
charges. Still reeling from the collapse 


Mahathir in Alor Star: broke the silence, "== 
of his financial empire, he was released 
on S$40 million (US$18.7 million) bail. 
The Singapore authorities allowed 
Tan two weeks in Malaysia for the 
Chinese New Year, travelling on a re- 
stricted passport. They retained his in- 
ternational passport. | 
Chair-lifted by the crowds in a sol- 
idarity march from the airport to a 
makeshift stage, Tan, looking dazed, 
apologised once again for the embar- 
rassment and trouble his arrest and sub- 
sequent charges had caused the Na- 


tional Front and the Chinese communi- | 


“Flanking him, 


Vellu declared that the MIC “would die 
with the MCA." United Malays Na- 
tional Organisation (Umno) Youth 


chief Anwar Ibrahim won the crowds 
| when he announced in Mandarin that 





National Front peisiaks MCA in the Tan affair : | 


| and subsequent charges in Singapore | 





: E 


| an Umno party worker. Umno also 
Malaysian odas 
Congress (MIC) president Datuk Samy | 


— some of whom openly admit to look- : 


by Malays oF peepee Chinese | 












“we are all one family," ^" while assuring 
the Chinese audience that Umno Yout 
would support all steps taken by the 
MCA to resolve. this s crisis. "within the 
law,” 

Later that evening, Prime. Minis 
Datuk Seri Mahathir Mohamad hit 
privately visited Tan at home for more * 
than an hour — their first one-to-one ` 
meeting since Tan's arrest. 

The MCA has been waiting for the 
National Front to show its support and. 
the appearance of Anwar, National . 
Front secretary-general Ghafar Baba 
and Samy Vellu all drew cheers and. 
cries of “L ong live Malaysia.” 

At least part of the show of solidarity =] 
is in anticipation of a general election. 
The National Front would look bad in. 
Chinese eyes if it did not stand up for its 
allies in the coalition. Some National 
Front leaders also hope that the con- 
tinued surge of sympathy for Tan, : 
reaction to the alleged “political victim 
sation" by Singapore, would swing am 
bivalent Chinese to the National Fron 

By adding nine additional charges t 
the original six, and by doubling th 
bail from S$20 million to S$40° mil- 
lion, Singapore unwittingly did the 
MCA a favour by increasing hostility 
to Singapore and sympathy for Tan... 
Said an Umno leader: “It is very 
Asian to make martyrs of one’s lead- 
ers.” | 

Matters were d duos when an 
emotional outburst kom the Johor 
MCA outh that it would not support 
the renewal of a water contract for 
Singapore drew an angry response from _ 
its First Deputy Prime Minister Go 
Chok Tong. “The MCA is not in charge 
of Malaysia. If they were in charge and 
our water supply is cut, I think we will 
be in deep trouble," Goh is reported to 
have said. 

The MCA was apparently stung by 
Goh's remarks. "Why are you asking - 
about MCA affairs?" demanded secret 
ary-general Datuk Lee Kim Sai of 
Singapore reporters after Tan's second 
court appearance. "Since we are. no 
charge of Malaysia, it’s not in. Sin 
pore's interest to know about MC 
fairs.” — LM 
But solidarity did not emerge fro : 
election considerations alone, admitted 















































































wanted to prove to Malaysian Chinese 






ing up to Chinese-dominated Singapore . 
as Sig brother” — that Malaysia had 
their interests at heart. Underlying this 
is the muted but perennial questionin 











1)... IBM know the restorative power 
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Y "m not mixing the medicines, but 


 wecan help restore your fiscal health. 





Traditional Chinese medicine hasn't changed much 
in the last 2000 years. Following centuries-old 
prescriptions, larwans Kwang Yuan Company still carefully 
prepares and combines herbs and other natural substances 
to treat a variety of symptoms. 

Dut modern times impose modern challenges. 

To stay competitive, the company must keep tight control 
over its extensive 
inventory. Adding to the 
complexity, the Chinese 
names of the rare 
substances they deal 
with require equally 
rare Chinese characters. 
Kwang Yuan turned to 
IBM. An IBM small 
business computer lets 
them generate even the 
most obscure Chinese characters, and a custom 
programme helps keep the inflow and outflow in harmony. 
The result is lower operating costs and less waste. 

IBM is helping small businesses improve 
productivity throughout the Asia-Pacific region. We can 
prescribe an invigorating mix: hardware, software and 
the specialised experience to help you get your business 
running more efficiently. 
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These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn — if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them — and you — through technology transfer, 
industrial projects, and the supply of industrial goods. 
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Prospects are fair — for those still in business 


IA s ots n usag | £ | 
A future for the few 


By Nick Seaward in Hongkong 


s they reflect on the harrowing events of 1985, shipping 
M bankers might be asking themselves, ruefully, 


whether the reaction of their head offices would have 
been different if a country such as Bangladesh, Taiwan or 
New Zealand had announced it could not pay its debts last 
year instead of Sanko Steamship Co. and the C. Y. Tung 
group. The comparison is not so far-fetched, after all — each 
of those countries’ foreign debts are of the same dimensions 
as the US$5-7 billion owed by both shipping groups; and, like 
those sovereign risks, much of that sum was lent on the 
strength of a name rather than assets. 

But, instead of convening an emergency international 
conference to arrange additional finance and prevent a de- 
fault, as they would have done in a sovereign-risk case, the 
banking mandarins are suddenly talking in terms of “taking a 
more sober view” and “responsibility to shareholders." How 
is it that shipping has suddenly become more dispensable 
than countries? 

The cynical answer would be that shipping has not be- 
come dispensable but that certain shipowners are being lined 
up for the sacrificial altar pour encourager les autres. If this 
turns out to be true, it will be an expensive example for the 
banks to make. Even with some estimates of the global ship- 
ping debt now reaching as high as US$70 billion (double the 
popular estimate being made this time last year), pulling the 
plug on Sanko and Tung would be the equivalent of allowing 
Ecuador to go under for the sake of scaring Mexico or Brazil 
into putting their own houses in order. 
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Such drastic action may not be necessary: both shipping 
companies have divisions that may prove worth saving and at 
the time of writing, financial-rescue plans are still being con- 
sidered by the banks. Furthermore, the humbling of two such 
mighty shipping fleets in the space of less than a month in the 
summer of 1985 has probably had a salutary effect on other 
shipping companies that may have thought themselves too 
big to be allowed to go under. 

That there is still money to be made in shipping, there can 
be no doubt: 95% of all international physical trade move- 
ments are still made by sea. But this money will be made only 
by those owners who are relatively debt-free and have fuel- 
efficient ships, and possibly by the scrapyards. The rest — in- 
cluding the banks, shipyards, subsidising governments and 
any owner who bought new bulk carriers during 1981-83 — 
are going to lose a lot more than they are now. 


shipping markets is the many owners around the world 

who believe they alone have got the deal that provides 
five years of breakeven employment on a newbuilding which 
will come off charter just in time for the next boom. More 
than likely, it will have been a shipbuilding company that 
has convinced them by offering to build a brand-new ship 
with no upfront money required, 105% financing (to help 
pay for commissioning costs such as bunkers for the posi- 
tioning voyage), interest rates at Libor — the London 
inter-bank offered rate — plus a very small spread and a 


T: real threat to any fundamental improvement in the 
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grace period on repayment of principal of up to five years. 

Just to illustrate that such a thing can happen, it is proba- 
bly true to say that the current woes of the handy-size bulk- 
carrier market are directly attributable to Sanko Steamship 
being able to order 123 new ships of that class late in 1982, on 
terms which amounted to a 10-year hire-purchase scheme 
with nothing but the interest element payable for the first 
three years. Officially classified as exports because the front 
companies were Panamanian, these orders should have been 
subject to the official ceilings on shipbuilding credits of 55% 
of the contract price at 8% interest rates. Yet, for the sake of 
a financially moribund owner — and the work-starved ship- 
yards — these guidelines were easily circumvented with the 
help of the trading houses. 

If those sort of terms were thought necessary at the end of 
1982, when Japanese newbuilding orders for that year had 
totalled 5.65 million gross registered tons (grt), imagine what 
deals are being offered this year, with the 1985 year-end 
order total estimated at 6.63 million grt and 82% of the 
world's backlog of orders due to be completed by the end of 
this year. The signs of distress sales were already there a year 
ago: Singapore's Neptune Orient Lines (NOL), for example, 
was able to order two new 80,000 dwt tankers from Japan's 
Ishikawajima-Harima Heavy Industries in a three-way joint 
venture between itself, the builder and Mitsui & Co., its 
agent. 

A year before that, NOL managed to buy two large 3,000 
teu (twenty-foot equivalent unit) containership newbuild- 
ings from South Korea's Hyundai Heavy Industries for only 
US$54.4 million, of which $$26.4 million (US$12.4 mil- 
lion) was paid for in new NOL shares and the remainder fi- 
nanced in a long-term credit from the South Korean Exim- 
bank. 

Those shares had to be sold lateg at a 20% loss by Hyundai 
because of a deterioration in the line's financial performance 
— a deterioration which will undoubtedly continue because 
NOL will undoubtedly make a loss on its new ships, which 
are just entering service on the trans-Pacific liner trades. 
These trades are losing money because they are already 
heavily overtonnaged, largely owing to a vast increase in the 
fleets of United States Lines (USL) and Evergreen Lane in 
1985. No prizes for 
guessing where 
USL's and Ever- 
green's new ships 
were built... 

And so the vic- 
ious cycle goes on, 
except this time 
around the cycle 
has got shorter and 
the shipyards have 
got even more de- 
sperate to sell 
ships. There is a 
very real possibil- 
ity that while 
everyone's atten- 
tion is being fo- 
cused this year 
on owners going 
bankrupt, some 
major shipbuilding 
yards could be slid- 
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Bulk carrier under construction by Mitsubishi: business reduced. 





N NEWBUILDING ORDERS 


ing into insolvency — with eventual beneficial effects on the 
supply of surplus shipping capacity. 

For some yards in Japan, there is not the same room for 
manoeuvre as those belonging to the big diversified conglom- 
erates such as Mitsubishi Heavy Industries or Hitachi Zosen, 
both of which have reduced their shipbuilding business down 
to 20-30% of their group's total turnover. The largest ship- 
building group in Japan in terms of output — measured in 
compensated gross registered tons (cgrt) to take into account 
differing levels of work needed to produce different ship 
types — is the Kurushimadock group. Kurushima has been 
built up by its president, Hisao Tsubouchi, to the No. 1 spot 
by acquiring a whole series of bankrupt medium-sized yards, 
cutting materials and labour costs to the bone and bidding ag- 
gressively against the South Koreans. If prices fall further, 
there will be little fat left on Kurushima for Tsubouchi to 
trim. 


Transport (MoT) estimates that Japanese yards have 

lost about ¥18 billion (US$88.9 million) as a direct re- 
sult of Sanko's financial difficulties. This figure is made up of 
¥ 10 billion in outstanding loans on newbuildings and ¥8 bil- 
lion of loans on repair work. In addition, the yards are 
thought to have lost heavily on the Sanko stock to which they 
were persuaded to subscribe in 1983-84. But perhaps the 
most serious repercussion has come from the trading houses 
and leasing companies, which, having burned their fingers so 
badly on Sanko, are now looking for areas other than ship- 
ping in which to invest. 

Couple the Sanko debacle with the losses that the trading 
houses can expect to make on the 23 ships on order to the 
Tung group as of August 1985 and the high feelings become 
more understandable. Together with the Bank of Tokyo and 
the Industrial Bank of Japan, the two sogo shosha, or gen- 
eral-trading houses, C. Itoh and Toyo Menka Kaisha 
(Tomen) are reported to have lent a total of US$470 million 
to the private companies in the Tung group — about one; 
third of the Private Tung Group (PTG) debt. Tomen has al- 
ready made its views quite clear by issuing a writ claiming 
HK$15 million (US$1.9 million) from a PTG member com- 
pany in respect of 
an overdue pay- 
ment on a ship still 
under construc- 
tion. 

If the trading 
houses do pull out 
of their traditional 
role as the middle- 
men in Japanese 
shipbuilding ex- 
ports, the effects 
on the industry will 
be drastic. Where- 
as during 1980-81, 
Eximbank financ- 
ing accounted for 
about 50% of new 
orders, according 
to one report, in 
1985 more than 
90% of new con- 
tracts were on a 


T: specialist magazine Seatrade reported Ministry of 
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But a reduction in building CMS is the only long-term sol- 


According to Lloyd's Register, the Japanese orderbook 
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was 10.51 million grt by the end of the third quarter of 1985. | 


More than half that amount — 5.78 million grt — was already 
under construction by that 
time. Over in South Korea, 
the outstanding orderbook 
was 4.73 million grt, equi- 
valent to about one year's 
oduction during the good 
vs of 1984. Together, 
oth countries hold more 
than 56% of the world or- 
sderbook of 27.5 million grt. 
The shipyards are not 
"blind to the crisis they are 
facing. Both the Japanese 
nd South Korean majors 
have been quietly laying off 
sstaff; and bilateral talks be- 
RB their respective ship- 
uilders' associations have 
t least resulted in some 
evel of cooperation. But 
"until the South Koreans re- 
duce their capacity in the 
same way that Japan has, : 
no amount of talking will prevent newbuilding prices falling 
further. | 
The joker in the pack is China, whose entry into the 
world's export-shipbuilding markets at the beginning of the 
1980s provided European shipbuilders with the pleasant 
fs of South Korea getting a taste of its own medicine of 
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igh-volume/ultra-low-cost competition. China's shipbuild- 

capacity is now estimated at 2 million dwt a year and its 
orderbook (including Taiwan's — whose figures are 
routinely added to China's by Lloyd's Register and other 
agencies) is the third largest after Japan and South Korea, at 
1.86 million grt. But contrary to expectations, China is not 
going after the cheap, unsophisticated end of the market. In- 
stead it is selectively bidding for export contracts that will re- 
sult in the transfer of new technology and advanced ship de- 
signs. 

While this policy has helped the shipping market by not 
exacerbating the oversupply in basic bulk carriers per se, it 
has also made a lot of building berths available 
to China's domestic shipping companies that 
would otherwise have been tied up with high- 





volume export orders. As a result, these com- tion in China has threatened to undermine all 
panies — which include branches of the na- Bulk Trades 47  Cosco's efforts to establish the reputation for — 


tional line, China Ocean Shipping Co. (Cosco) 
and provincially owned bureaux of maritime 


transport (BMTs) — have been able to build Hongkong 51 between third-party countries. In Shanghai, 
new tonnage to meet their growing transport Japan 57 the problem has been acute, with most ships 
needs instead of having to buy in the huge South Korea 98 having to wait for anything between one week 
amounts of surplus second-hand tonnage from Taiwan . 60 and 20 days before they can get to a berth to 
abroad that they did in the past. aid-up India 62  loadorunload. , 
ships, which in the late 1970s were finding Southeast Asia —— 62 At one stage last year, Shanghai had a re- 
ready buyers from China, are now staying laid- $ 4 cord 190 ships waiting at the port to discharge, - 
up. List, and the army had to. 
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wm» Tankers =m Bulkers 
Source: Lloyd's Shipping Economist. 
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the next few years. But Cosco has expanded so rapidly since 


1978 that significant further increases in capacity are not ex- 
pected in the short term and a period of consolidation is con- - 
sidered more likely. Meanwhile, the introduction of new - 


rules concerning the method of payment by the BMTs is ex- 
pected to increase the attractiveness of their orders to the 
China State Shipbuilding Corp. 


In 1985, it was revealed that the provincially owned shi = 


ping bureaux are now liable to be charged for their Chinese 


newbuildings partly in foreign currency, even thou gh the ship 7 
models involved contain a smaller element of foreign equip- | 


ment than those built for Cosco. Their ability to pay partly in 


dollars stems from the liberalisation of Chinese shipping over - 


the past two to three years, which has freed the BMTs from 
their former purely coastal- 
shipping role and enabled 
them to undertake interna- 


than 73 separate lines in 
China (including the 14 
branches of Cosco) are 
now allowed to sail to 
foreign countries. 

The China-owned and 
-controlled fleet now 
stands at about 620 ships 
totalling 13 million dwt, of 
which about 70% is owned 


on long-term charter. 
Around one-third of the 
fleet comprises general- 
„cargo carriers, including 55 
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uam "H/»^9""" purpose tonnage is in- 


cluded. The fully cellular containerships, which are the pride 


of the Chinese fleet, are concentrated mainly in the hands of E 


the Shanghai branch of Cosco, making it one of the largest 
liner companies in the devetoping world. 


|: communications: the more difficult problem of de- 
veloping the ports and inland infrastructure to absorb this 


n some ways, the development of the container-carrying 


new technology became glaringly apparent last year. It is — 
some measure of the inadequacy of China's port planning | 
that Cosco Shanghai’s new service to the US West Coastisre- | 


ported to have chosen Kobe in Japan as its main outbound- 


loading port in East Asia — ships only call directly in China | - 
on the return leg. Similarly, the East Asia/Europe service run - 
jointly by Cosco Shanghai and Cosco Canton uses Hongkong - 


as its main port of call on the southern Chinese coast. 


With only one gantry crane out of three at the neighbour- d 
«www ing mainland port of Huangpu reported tobe | - 
operational in 1985, it is hardly surprising that — 





Hongkong remains so important. Port conges- 
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tional voyages. No fewer 


directly and the remainder 


fleet has been the easiest part of China’s bid to modernise 

















IE 
Ne 
i 
i 


container-carrying vessels | — 
with a total slot capacity of - n 
. some 37,000 teu, if multi- | 





reliable, punctual services which is crucial for — 
any line hoping to penetrate the cross-trades - 










| be brought in to Spei shift the 
. backlog of cargo piled up on 
| the wharves. By the end of 
1985 this number had been 
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. demand. This happened to 
“the world’s. general-cargo 








reduced to about 140 ships, 
| but until a plan to build a new 

















| facility in the Yangtse delta 


- gestion problems for the 


. tons a year to around 180 mil- 
_ lion tons in 15 years’ time. 


begins to be implemented, 
Shanghai faces chronic con- 


foreseeable future. To meet 
projected growth in demand 
for cargo-handling facilities, 
Shanghai's capacity will have 
to increase from 100 million 


With the backlog of ships waiting at Chinese ports 


| estimated overall at some 500 last year, the problem has 
attracted the concern of the country's top leadership. 


Communications Minister Qian Yongchang (himself a 
former Cosco managing director) said port construction 
was now a national priority, revealing that the 13 largest 
ports were now operating at 30% above their theoretical 
maximum capacity. With Cosco alone projecting a 10% in- 
crease in its trade growth to around 54 million tons this year, 
there is a possibility that the expansion of China’s maritime 
sector will have to grind to a halt simply because the ports 
cannot cope. 

This possibility raises the question of whether the 
Chinese-owned and -controlled fleet will continue its pattern 
of meteoric growth of the past few years. If the ports do not 
expand their capacity sufficiently to meet demand, then 
there will be an unnatural, restraint on fleet growth, if 
Chinese ports do expand sufficiently, there is a chance that 


Inbound, outbound, eastbound, westbound... 





Containership takes shape at Daewoo: struggle for sales. 


| fleet in the 1970s, when the 
-|a faster containerisation-hand- 
‘| ling method reduced the 
* —|- amount of tonnage tied up in 
— | the ports. 1 
=|... According to data com- 
piled by Lloyd's Shipping 
Economist, the volume of 
sailings by Chinese shipping 
has increased by an average 
of 2596 a year since 1976. 
Even assuming that Cosco's 
lower projected growth rate 
of 1096 for 1986 is applicable to the whole Chinese fleet and it 
stabilises at that level in the future, this data indicates that 
China's general-cargo trades will be at the same level as 
Japan's by the end of the decade. Even in the enormous bulk 
trades, China is expected to have caught up with Japan within 
10 years of today — provided, of course, that port construc- 
tion has caught up by then. íKTX9 3x 
If the Chinese economy does continue to grow at the prc 
jected rates and the demand for Middle Eastern oil picks ur 
again as forecast, the prospects for shipping into the 1990: 
look good for those left in the business by then. The problem 
for the independent owner (and in some cases, state-ownec 
companies as well), will be to conserve sufficient cash-flow tc 
enable it to ride out the storm of the next two or three years 
For one thing is certain: the banks are going to be very reluc: 
tant now to pump operating funds into companies that are 
losing money — however good the prospects of an upturn ir 
the market a few years from now. yt gy 








Within the U.A.E., the Emirate of Sharjah 
is unique in having developed ports on 
two coasts inside and outside the Gulf. 


The Ports 

Port Khalid on the West Coast of the W 
peninsula is just on the doorstep of major 

U.A.E. markets with easy trucking logistics 
to Qatar, Saudi Arabia and onwards. The 
Port is a modern deep water 12 berth 
facility. Container, bulk, ro-ro, reefer and 
general cargo terminals are backed by)’ 
spacious warehouses, open storage and 

a free trade zone. 
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The System 


The Sharjahports system provides the latest 
in equipment and benefits including Free 2 
| Trade Zone advantages, simplified ` 
procedures and no fuss customs and. 
E | documentation. In-bond cargo movements 
| 





can be arranged between the ports and 
between Sharjah's International Airport. 
The Ports, Airport and onward links to other 
Gulf countries are served by modern 
multilane highways. Whatever your cargo or 
destination, you'll 
save time and! 
money when you 






Port Khor Fakkan on the East Coast is “ x shipthrough 
the only natural deep water harbour in the Sharjahports. 
Middle East. This up-to-date terminal with 
its exceptional container handling and 
ro-ro facilities serves as a perfect feeder. 
service point for destinations in the Gulf 
and Indian peninsula. 
Both ports operate their own stevedores j 
and are open round the clock, 
365 days a year. phate, 
| Sharjatipo* 
HH You're bound to see the advantages 
Sharjah Ports Authority | 3 
P.Q: Box 510, Sharjah, United Arab Emirates Tel: (06) 356000 Telex: 68138 Seagul EM. f 
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l ctor is 
illiquid — liquids 
home and dry? 


he bulk trades are entering a familiar, though dangerous 
: stage in their traditional seven-year oscillation. The 
dry-bulk sector is plunging into the same trough of 
overcapacity and chronic loss-making freight rates from 
which the tanker sector is just beginning to emerge. The 
temptation for owners to try to hop off their sinking bulk car- 
ES and on to the more buoyant tankers must be very great, 
or it isnot simply a question of making more money, but one 
of survival — any owner who stays locked into the dry-bulk 
arket for the next few years is unlikely to make it through to 
p: next upturn. 

‘Brokers who remember the nightmare of the mid-1970s, 
when the glut of tankers was at its worst, fear a repetition 
now of the shipowners’ behaviour then. Much of the backlog 
of orders for tankers at the shipyards was converted into con- 
tracts for carriers of dry-bulk cargoes, such as coal and iron 
ore. The probability is that, with the number of bulk carriers 
on order at the beginning of 1985 the highest it had been for 
six years, owners have spent the past year trying to cancel or 
"onvert them into orders for tankers. 

"'According to figures compiled by Lloyd's Register of 
Shipping, the breakdown by types of ship on order as of the 
2nd of September seems to confirm that such a trend is taking 

lace. Bulk carriers' share of the total world orderbook fell 
iem 52.4% a year earlier to 47.6%, totalling 13.09 million 

rt. Over the same period, however, tankers' share increased 
From 21.9% to 22.3%, representing 6.13 million grt. Al- 
though not all of the shift can be attributed to changes in 
specification, there is a real threat that the long-awaited up- 
‘urn in the tanker markets is in the process of being 
smothered at birth by the world’s top-heavy shipbuilding in- 
"ustry. 
. Itseems that at least some of the shipowners are aware of 
the dangers of transferring the overtonnaging of the dry-bulk 
tor into tankers. The outgoing chairman of the Hongkong 
powners Association, M. H. Liang, said in December: “It 
seems quite possible that the tanker market has finally 
emerged from its long and dark tunnel. This, of course, is 
contingent upon the rational behaviour of both the ship- 
owners and the financial communities around the world. 
Hopefully the recent history of the dry-bulk carrier market 
will serve as a vivid reminder for all those involved and act as 
a deterrent to a similar wave of speculative newbuildings in 
the tanker sector.” 

This may have been speaking too late. To put it into its 
roper context, Liang's speech was prepared at a time when 
he small to medium sizes of tankers up to 80,000 dwt were 
:njoying a marked jump in voyage rates and second-hand 
values. And a few weeks earlier, the 87,000 dwt Manhattan 
Jaron, which Liang’s company owned in a joint venture with 
lapan's Sanko Steamhip, had been sold for US$4.75 million, 
where US$2.7 million had been expected. 

A few weeks later, however, and the markets tell a very 
lifferent story: broker Harley Mullion's index of tanker- 
hartering rates has dropped from a nigh of Worldscale (WS) 
10 to WS 67, as pre-Christmas oil stock-building has petered 
ut and the total tonnage of tankers hired for storage has 
lropped by nearly 25% over the same period. Even more dis- 
ippointin , however, has been the sharp fall-off in tonnage 
ured in December on period business, compared with a 
nonth earlier. Many tanker owners, therefore, are likely to 
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lave been tempted to bring their tankers out of lay-up on 23 
false premise and are now paying the consequences. * a 
. It is no consolation to the frozen daffodil, which has been 
‘lured prematurely out of the ground by an Indian summer, 
that spring will soon follow winter. But there are some under- - 
lying improvements in the tanker sector that should bring 
some cheer to the owner that has waited for a real recovery in 
the market: 
» Although the ton-mile demand for tanker tonnage is esti- 
mated by the International Association of Tanker Owners 
(Intertanko) to have dropped by nearly 3?5 overall in 1985, . 
demand for products carriers actually increased by nearly 1% | 
and is expected to grow by 2% in 1986. 4 
» Intertanko reports a “remarkably high" rate of scrapping. 
in the crude-carrier sector last year, with 30.2 million dwt of | 
tankers and combination carriers going to the breakers and 
an additional 2.4 million dwt either being converted or lost. 
> Only 4.4 million dwt of newbuildings was delivered last 
year, with the result that the net reduction of the tanker fleet 
was 28.2 million dwt, bringing the total down to some 276 
million dwt. 
> Taiwan is planning to exempt from import tax ships 
bought in for demolition purposes after 1 March, which 
should result in higher levels of tanker scrapping this year. 
On average, the rates commanded by both the medium- 
size and very large crude carrier 
(VLCC) tanker sectors 
proved considerably during 
1985. The 80,000 dwt sizes were 
being fixed at rates on average 
30% higher and VLCCs about 
70% higher than a year earlier 
— but 1984 had been an abys- 
mal. year anyway. Intertanko 
reckons that with world oil de- 
mand remaining essentially sta- 
tic, itis only the potential reduc- 
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going to help rates improve 
further over the next five years. 
After that time, the outlook is — 
more rosy as non-Opec oil-pro- - 

duction growth is expected to 
have peaked and most of the in- 
*crease in oil demand will have 
to be met from traditional sources in the Middle East — 
which means longer sailing routes for the tankers. 






term trend, then demand for VLCCs and ultra-large crude 

carriers (ULCCs) is expected to take off again. But with 
some 70% of VLCCs and ULCCs aged at least 10 years or 
more at present, the renewed demand for this class of ship 
will have to be met by newbuildings. This, of course, raises 
the spectre of a repeat of the early 1970s, when everyone 
tried to jump on the bandwagon at once. 

But Michael Tusiani of New York's Poten and Partners 
believes that by 1991, world tanker-building capacity could 
be down to 13 million dwt, owing to the current attrition in | 
that industry. This figure of 13 million dwt a year is not out of - he 
line, Tusiani argues, with probable requirements in 1991. 

So, a new-found equilibrium in the tanker markets by the 
beginning of the next decade? Perhaps not: this projection is 
conditional on, first, the shipyards losing their workforces 
during the current slump in the newbuilding markets; and 
secondly, on demand for the other main ship types remaining 
sufficiently strong to compete with tankers for the remaining 
building-berth space at the yards. If these conditions are not 
in place before the expected rise in tanker rates, says Tusiani, 
"the market will be buried in a flood of newbuildings [ and] it 
would take another 10 years to recover." 

For those independent tanker owners who still have the 
nerve and the money, the 1990s could be a time of richness 
and plenty. A trend that has been confirmed recently by BP’s 
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i f the recent drop in the oil price is indicative of a longer- 













» ? 4 
NU. -4 
‘ , 


tion in the fleet surplus that is | 








— „i 


E ONE cor dh cran x X V7.) ae Y VA XL 
hn M. > a - mg » 







m ur 
I Oe Yt . xig 
been notice- 

















































pull out of shipping 


| owner. In 1983, the oil companies' fleets accounted for an es- 
timated 39% of the world's tanker capacity, but this propor- 


(Chartering) is reported to have calculated that the average 
monthly total of tanker tonnage fixed for periods of 12 
months or more last year was just over 1 million dwt — up 
12% on 1984 and the highest level reported since 1981. It all 
- sounds as if the good times are just around the corner. Unfor- 
. tunately, not a few of the independent owners have already 
~| become insolvent while trying to hang on long enough to 
J. enjoy them. 
» Much of their financial problems stem from their involve- 
ment in the dry-bulk sector. With growth in the world's GDP 
in 1985 estimated by some economists to have been only 
| 2.7% in real terms, shipowners’ expectations of a substantial 
. | increase in ton-mile demand for dry-bulk shipping have not 
been realised. Compounding the problems has been a sud- 
den influx of new tonnage into the world fleet, with the result 
.| that average time-charter rates for the most heavily overton- 
.| naged sector — the handy sizes (25-40,000 dwt) — fell in 1985 
| by about 16% to around US$4,200 a day. In the larger 
| Panamax sizes (60-65,000 dwt), the fall was about 13% to 
| US$5,250 a day. | 
The savaging that handy-sized rates took last year can be 
attributed directly to Sanko Steamship's ill-fated attempt to 
= | corner the market for this sector of the market with the plac- 
| ing of orders for 123 new handy-sized bulkers at the end of 
1982. The majority of these ships was delivered last year and 


WORLD SEABORNE TRADE 
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Major bulks [fil Other cargoes 
Source: Lloyd's Shipping Economist. 
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| had an immediate depressing effect on rates as the fuel-effi- 
. cient newbuildings were able to operate at rates below other, 
. older ships’ final resistance point. In a market that is overton- 
naged by the order of 20% (or 43.2 million dwt), it is small 
= | wonder that the arrival of the Sanko ships was considered dis- 
| | astrous. 
E According to London shipbroker Eggar Forrester, the 
= | Sanko ships are still affecting the period-timecharter rates 
| because potential charterers are proving unwilling to move 
= | into the market to cover their needs while there is still a 
| chance of Sanko being forced to wind up and a lot of cheap 
= | tonnage suddenly becoming available. Without the help of 
| an accident closing the Welland Canal in the St. Lawrence 
= | Seaway towards the end of the year, it is thought that the 
. | handy-size rates would have declined even further in 1985. 
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|. The market for the larger sizes in the dry-bulk sector wa 
not all that good either, and despite an increase in iron-or 
and coal movements expected this year with the projecte: 
upturn in global steel output, very little upward movement ii 
the rates is expected. Rate levels could even deteriorate as : 
result of the good harvest in the Soviet Union last year, whicl 
is expected to reduce that country's imports by about 9 mil 
lion tons, and by the self-sufficiency in grain achieved b' 
India and China. : 

If the market does remain flat in 1986, the scrapping rat 





LINER SHIPPING 


Crucial land links 
have helped — to 
delay the inevitable 


C bulk and tanker sectors, it may seem surprising that it 
major players are only now following their less-glamorou 
tramping colleagues into the worst part of shipping’s nos 
familiar boom-and-bust cycle. After all, the liner ship hast 
sail at relatively high speeds between a predetermined rang 
of ports according to its fixed schedule, regardless of whethe 
or not its holds are full; the tramps — as their name sugges 
— can pick and choose for the most profitable voyage. ~- 

The reasons for the liner's delayed succumbency this tim 
around to the global shipping slump are many. The most in 
portant consideration, however, is that today's liner operatc 
is now as much an operator of railways and trucking con 
panies as it is of ships: the full effect of the shipping slump h: 
therefore taken longer to filter through. Those companie 
that have progressed least in becoming true inter-modi 
transport operators have suffered the earliest from the ove 
capacity in the global liner fleet. 

American consultant Temple, Barker & Sloane estimate 
that only 28% of a liner operator's costs are now being incu 
red on the marine side — including the capital cost of th 
ship. Shoreside terminal operations account for about 
same amount, while inland inter-modal transport accoul 
for about 20%. The imbalance may be even greater th 
these figures suggest: the inventor of containerisation an 
present-day owner of United States Lines (USL), Malcol 
McLean, is reported to have estimated that the proportion « 
the cost of moving one container from door to door which 
accounted for by the seaborne leg is only 5% of the total. 

So it does not make too much difference to the well-d 
veloped inter-modal operator whether the price of heavy fu 
oil has gone up by 15%, whereas the introduction of ince 
tive transshipment charges. by a major terminal can affe 
overheads markedly. And because of the importance of th 
land-based operations, the recent introduction of a maj 
cost-saving innovation, such as the carriage of containe 
two-high on trans-continental block trains in the US, h: 
been embraced with enthusiasm. 

Over the past 12 months, the concept has taken off as lin: 
operators on the important trans-Pacific trades to the L 
West Coast have sought to improve their competitive ed; 
on inland rates to the US Midwest over operators offering al 
water services to the Atlantic Gulf and East Coast. In som 
cases, this has meant a shipping company investing in rollir 
stock to improve its West Coast service in competition wil 
its own East Coast all-water operation, such as Japan’s NY 
did last year. ; | | | 

NYK, the first Japanese line to adopt this new technc 


onsidering that the liner industry's operating econo 
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‘otal’ dry-bulk carrier tonnage scrapped during the first half 
3f 1985 topped 4 million dwt, compared with only 3.5 million 
dwt for the whole of 1984. And some shipowners are suggest- 
ing that the figure for this year could go as high as 6 million 
dwt. Considering that the amount of dry-bulk carrier ton- 
nage that is estimated to be surplus to requirements has been 
put at 48.8 million dwt this year, even such a relatively high 
rate of scrapping is hardly going to make a dent. 

— Nick Seaward 





»gy, leased double-stack railway flatbeds in August to pro- 
vide through-transport services to inland points as far east as 
Chicago and Cincinnati. A transit time of 14 days is claimed 
‘or containers originating in Tokyo and passing through Los 
Angeles and NYK is now using the system on its Pacific 
Northwest service via Seattle. 

The use of double-stacking offers cost savings of 40% 
:ompared with conventional block trains, but on a system- 
wide basis this saving drops to around 20-25% because of ad- 
ditional handling costs involved at the terminals. The crucial 
aspect of these new trains, however, is that to achieve savings 
of these magnitudes, they must be loaded with freight-paying 
rgo in both directions. This has forced the ocean carriers to 

egin competing in the inland domestic-transport market 
with the railway companies. 

According to one recent report, the shipping companies 
have invested more than US$200 million in new rolling stock 
in the US over the past 18 months. To fight back, the 
operators on the all-water route to the Gulf of Mexico and 
East Coast have been rationalising their services with larger 
and more economical ships and reducing the number of ports 
on their schedules to improve frequency. In three instances, 
this rationalisation has been incorporated in new round-the- 
world (RTW) services, but the three Japanese lines left on 


the New York route, which are trying to cut losses running at : 


an estimated US$20 million a year, are still having to serve 
eight ports where four would do. 

The overall trend towards a reduction of ports of call and 
a corresponding rise in feeder services out of the remaining 


PROJECTED TRANS-PACIFIC CONTAINER 
SUPPLY/DEMAND 


annie. KO aa m 7 — 


Westbound 


air ead Cee 


Eastbound 
ETT y ilisation 
Utilisatio | Demand | Ut rt M 
M | o} 
OW np hs vet. | 


Supply Supply 


4000) 


main “linehaul” or “node” ports has had a dramatic effect on 
the container terminals. According to a recent speech given 
in Shanghai by the World Bank's Hans Peters, the number of 
linéhaul ports from the Great Lakes down to the Gulf of 
Mexico has decreased from 30 in 1970 to 12 in 1983, and this 
number could shrink further by 1990 to only two. ! 

In the US, the implication of such a trend is not very seri- 
ous, but when applied to Europe (as it has been by USL, 
which calls at only two ports in that continent on its RTW ser- 
vice), national rivalries are being brought to the fore. For the 
liner conference system — a network of international cartels 
of shipping lines organised largely on the basis of national 
representation — the RTW concept also poses a severe 
threat through its divisiveness. Said Peters: “I see, as an im- 
mediate implication, the total breakdown of the interna- 
tional conference system if [RTW] services are going to con- 
tinue." 

It is by no means certain, however, that RTW services are 
here to stay. Originally conceived as a way of overcoming 
traditional imbalances in cargo volumes between the out- 
ward and return legs on the Europe/Far East and Far East 






FAR EASTERN ECONOMIC REVIEW e 13 FEBRUARY 1986 


gn: a | 


CaApmERET 


‘or bulk carriers is expected to register a sharp incre The 





US trades, the RTW services have the disadvantage*of re- | 
quiring ships with capacities matching the largest foreseeable 
demand on the busiest leg — in other words, the easfbound 
trans-Pacific. For USL, which has now taken delivery of all 
its epoch-making 12-ship series of 4,456-teu newbuildings 
just in time to participate in the decline of the trans-Pacific 
trade, this is proving a high price to pay for the privilege of 
not having to ship empties back from the West Coast. 

The line's parent company, McLean Industries, has an- 
nounced figures for the third quarter of 1985 which show that 
the recession is already biting. Forecasting an overall loss for 
1985, McLean Industries reported a third-quarter loss of 
some US$19 million, compared with a profit of about US$17 - 
million for the same period a year earlier. Chairman McLean 
is reported to have said that 1986 is unlikely to be any better. 
Both USL's main rivals in the US — American President 
Lines and Sea-Land Service — also suffered a sharp decline 
in profits during 1985. 


huge capital commitment in a falling market, prompted 
the line to make press statements about its financial 
health. While the jumbo-sized newbuildings are not entirely 
to blame for the decline in USL’s fortunes, it is a sobering 
thought that only two-and-a-half years ago, proponents of 
this new class of slow Panamax containership were proclaim- 
ing that they would be able to make money even if 30% 
loaded. But as Temple, Barker & Sloane's John Reeve told 
the Marintec China '85 conference in December: *. . . scale 
economies . . . are a double-edged sword: to pursue scale 
economies without a reflection of market requirements is a 
certain path to disaster." 
If that is the case, then a number of other carriers have yet 
to get the message. Having invested more than US$1 billion 
in a new fleet of 2,728-teu containerships in 1984-85, Ever- 
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green Line has gone ahead with a further order for four 
3,400-teu newbuildings from Japan's Onomichi, which will 
be the second-largest class of such ship ever built. In addi- 
tion, the new three-line consortium on the East Asia/US East 
Coast service, which comprises Hongkong's Orient Overseas 
Container Line (OOCL), Singapore's Neptune Orient Lines 
(NOL) and Japan's K Line, is due soon to take delivery of 
nine, 3,000-teu vessels to form the nucleus of an eastbound 
RTW service bypassing Western Europe completely. Add 
those to the six 2,800-teu newbuildings coming on stream for 
a consortium of three Japanese lines on the New York service 
and suddenly there is a lot of capacity available on the Pacific 
run. 
Since 1978, the size of a typical ship on the trans-Pacific 
liner trades has increased from about 1,000 teu to about 2,500 
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According to one noted container-trades analyst, R. F. 
Gibney, it is only this increase in volume up to the end of 1984 
that enabled eight of the world's major lines to prevent their 
net income in real terms from falling more than the 15.5% it 
did after 1979. On another sampling of six lines, Gibney 
reckons that a loaded container earned an average net profit 
of US$60 in 1985, compared with US$82 about eight years 
ago. 

Even if volume continues to rise, it still will not absorb all 
the new carrying capacity. Some consultants now reckon that 
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USL containership in Hongkong: ke y player. 


capacity on the East Asia/West Coast route will increase 
from 1.5 million teu to 2.3 million (a 46% rise) between 1984 
and 1987. By 1987, however, potential container movements 
are forecast at only 1.86 million teu eastbound and 1.4 mil- 
lion teu westbound — indicating a best-case utilisation rate of 
80% and 60% respectively. 

The importance of the trans-Pacific trade to the health of 
the liner industry as a whole cannot be exaggerated. Its share 
of world-wide container movements is expected to rise from 
17.5% in 1985 to 22% by 1987, according to studies by Trans- 


? . modal Industries Research. Meanwhile, the world’s second- 


largest trade — Europe/Far East — is expected to see its 
share remain essentially static at under 12%. 


ome analysts believe that no operator is making money 
on the North American trades at the moment and cer- 
tainly, the ocean looks like becoming one great killing 
field over the next 18 months. West Germany's Hapag-Lloyd 
pulled out from the route a few months ago, while Malaysia's 
MISC had to admit defeat in 1983, joining a long list of 
operators which have found the going too tough. Only in 
January, the Australian-based KKL Kangaroo Line was 
forced out of business on its trans-Pacific service via Hong- 
kong and Taiwan — despite, according to unconfirmed re- 
ports, the advantage of not having had to pay charter hire on 





its ships for an extended period. 


Other lines have sought safety in small groups, resulting in 
the creation of several alliances that would have been consi- 
dered most unusual a few years ago. Most notable has been 
the disintegration of the monolithic Japanese joint services to 
the US West and East coasts and the creation of new smaller 

roupings with non-Japanese partners. After being left in the 
urch by its proposed new partner, Y. S. Line, on the West 
Coast trades, Japan Line stunned the liner fraternity in June 
1985 by announcing a tie-up with deadly Taiwanese rival — 
and scourge of the establishment — Evergreen Line. Y. S. 
Line, meanwhile, had already thrown in its lot with the 
OOCL/NOL grouping on the West Coast route — a move it 
may now be regretting in the light of subsequent financial 
Es signals by OOCL’s parent, the Tung group, in Sep- 
tember. 
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another Japanese major — K Line 





Chang Yung-fa. 
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route. K Line’s brief romance with Mitsui OSK Lines (MOL 
on the route from Japanese and other East Asian ports to the 
West Coast (both northern and southern sectors), will come 
to an end this year, with K Line going it alone and MOL 
forming a space-charter agreement with Denmark’s Eas} 
Asiatic Co. (EAC) Lines. In South Korea, the trend has been 
the reverse, with Hanjin Container Lines and Korea Marine 
Transport dropping their foreign partners and forming a 
joint venture on their own. 

Some analysts believe the trend towards the creation ol 
new, larger groupings on the Pacific will continue, despite in- 
dications to the contrary from the Japanese lines. Out of the 
200 sizable deep-sea operators worldwide, the 30 largest con: 
trol more than 75% of the market. By 1987, experts estimate 

; that just three operators will con- 
trol between them 11% of globa 
container-carrying capacity. 

Certainly, the cartels are getting 
bigger. 1985 saw the creation o 
what is probably the largest evei 
price-fixing cartel in the history ol 
liner shipping — though its rules 
are so flexible that it would hard! 
qualify for the appellation of'liné. 
conference as applied to the Far 
Eastern Freight Conference, which 
governs the trade to Europe. Cover- 
ing 76% of the entire eastbound 
trade across the Pacific to both the 
US West and East coasts when it 
was formed, the Asia Nortt 
America Eastbound Rate Agreement (Anera) had as its 
members all the major lines except Korea Shipping Corp: 
Yangming Line of Taiwan and EAC Lines. 

Anera was formed against the background of sharply fall. 
ing rates during the second quarter of 1985 and for a few 
months the cartel did appear to have been effective in slow- 
ing down the decline in earnings. However, it is reckonec 
that average rates have fallen by more than 30% out of East 
Asia and nearer 50% out of the Southeast, and a crisis 

— xe triggered by Sea-Land Service 





NICK SEAWARD 


ESN nearly brought an end to the 
DANN i i cartel during the autumn. A 
NN \ meeting of the 19 member 
lines took place in Hongkong 
during the middle of January, 
during which it was attempte 
to get approval for two 15 
rate increases and to thrash 
out other problems — includ- 
ing the controversial two- 
tiered pricing system for inter- 
modal services to the East 
Coast and the all-water route. 
By attempting to strengthen 
its  rate-fixing procedure, 
Anera may have shot itself in 
the foot, because almost im- 
mediately shipping's most fa- 
mous maverick, Chang Yung-fa, pulled his Evergreen Line 
out of the conference. 

On the return westbound leg of the trade, Anera's older 
brother, the Transpacific Westbound Rate Agreement 
(TWRA), has been having its own share of troubles. With 
rates down by more than 75% for some commodities com- 
pared with the beginning of the decade, and with chronic 
overcapacity, the TWRA has been trying in vain to imple- 
ment a small general rate increase and impose minimum 
charges for certain types of cargo. The cartel was due to have 
met a day after Anera, at which a decision to cancel minimum 
charges was expected to have been conveyed to the member- 
ship. — Nick Seaward 
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ave beer. na very yards year for morale among the 
g fraternity in Hongkong. The year 1985 started 
"cision by the banks to give up efforts.to save 
oldings (GMH), after two years of trying. 
try's leading luminary, Sir Yue-kong Paoyre- 
“out Wheelock Maritime, which subsequently 
upin August. © 
while, the- territory's 
reson, had announced it was pulling out of shipping after 
years in the business. And as if that were not symbolic 
































stake in-amairline and the chairn 

powners’ Association (HKSOA), M. Hi 

the humiliation of having his own com- 
p. go insolvent while in office. ~ 


ear by.taking a3 
ie Hongkong ! 
Liang, had to 









this bad ne eft just one of Hongkong’s shipping | 
majors, the "hao family’ s Wah Kwong, still bravely main- 
taining that the industry.is a good investment — then: on27 


January, Wah Kwong requested suspension of trading in its 
shares. Other owners' actions had spoken louder than Frank 
Chao's brave (or perhaps self-serving) words: International 
Maritime Carriers’ fleet has now shrunk to five written-down 
ships; the Li brothers, of P. S. Li and GMH fame, are in Van- 
couver and appear to have no intention of coming back to 
answer myriad writs, 

If this trend continues, the whole question of a separate 

shipping register for Hongkong — which has preoccupied the 
Hongkong Government and HKSOA all year — will become 
more of a red herring than it is already. Over the past two 
_ years, the Sonekong guned and -controlled fleet has de- 
` clined by an estimated 25% in terms of the number of ships 
sand by around 20% in tonnage terms, to some 1,200 ships 
totalling 52 million dwt. Meanwhile, only 14% of this fleet has 
been sailing under the Hongkong section of the British re- 
| gister and most of those ships are British-owned. 
B. Chinese shipowners based in Hongkong have registered 
Loi "ry few of their ships in the territory and the number will be- 
“come even smaller if efforts to save Hongkong's largest ship- 
owner — the Tung group — fail. The 87%-owned publicly 
-quoted subsidiary, Orient Overseas (Holdings) Ltd (OOHL) 
and the so-called Private Tung Group (PTG) — both of 
which have sizable amounts of tonnage registered in Hong- 
kong — are still waiting to hear the verdict on their fate hand- 
ed:down by their banks after having announced financial dif- 
ficulties on 2 September 1985. 

If the verdict of the banks is the same as that reached by 
the creditors of GMH (headed, coincidentally, by a major 
lender to Tung, the Hongkong Bank group) in January 1985, 
the Hongkong- -owned and -controlled fleet will have to be 
slashed by 15% — unless some other local shipowner steps in 
to take the Tung ships off the banks’ hands. 

Even if some of the fleet is salvaged out of the container 
operations of OOHL, as proposed, the fall of the House of 
Tung has destroyed the myth of Hongkong's immunity to 
the global shipping recession. In the past, other shipping- 
company failures have been ascribed either to “extraneous” 
events such as the collapse of the Carrian group, or to the 
consequences of Europeans dabbling in a Chinese game, as 
in the case of Wheelock Maritime. But the Tung group’s 
difficulties cannot be explained away so easily and they 
also. raise doubts over the financial strength of other, 











little difficulty and less than two months before f 


oldest . shipowner, Jardine 4 


“enough of Hongkong's decline in shipping, Pao ended dp 


. local newspapers — but were quickly stifled — tha 


turing proposals hinge on the disposal of 25 tankers 






the group in that year. However, t ifie sh | 
ers by the Tung group's abrupt annoutic 
difficulties was second only to theirshock o: 
extent of the group's debt afew months later. 

At the time of the suspension of trading in OF 
on 2 September, the group was still revolving its de 













contracts for two large containership newbuildings u 
panese trading houses. And OOHT's minority sh; 
— while aware from the 1984 net loss of HK5$97 
(US$124.4 million) that all was not well — had t 
their company had been used to prop up the pris 
of the majority owner. ia 
‘The full extent of OOHL’s lending to the PTC 
came known in instalments. In the initial 2 Se; 
ment, reference was made to "the current t E 
the private companies associated with Mr C. 
was only later that a leak to the press reve 
owed OOHL US$145 million. W n OOHL''s 
for the first half of 1985 were finally put 
November, it was announced that the P TG actua 
subsidiary US$166 million. 
| je position regarding 
some time to filter through, a 


















































































e group's total 
well. Reports: 





ness was in the order of US$2 billion. When banker 
received restructuring proposals. from the financial advis 
to the public and private sides of the group at the end. 
November, they learned that even that was wav short. 


ivalling Japan's Sanko E for the No. 1 spot: 

shipping's Bad Debts Top 10. the Tung group hasc 

rent liabilities and indebtedness totalling. at c 
US$2.8 billion, according to confidential reports prepared 
creditors by the financial advisers, Shearson L clim 
Brothers and Hambro Pacific. On the PTG side alone. t 
are current liabilities and indebtedness totall ing LSS 
lion, offset by assets worth US$829.3 million -= more t 
half of which are made up of ships, which, though writ 
down, are still believed to be valued on a with-charter basis, 1 
is thought likely that thee liabilities do not include 
US$576 million which is the total amount payable by the FE 
to shipyards in Japan and Taiwan for the 21 newbuildingsd 
to have been delivered by March 1987. 

As for OOHL, the diversified container, 
property and insurance group has short- ar 
debt and leases totalling US$1.176 billion, « 
sets after writedowns of US$839.7 million 
ships have been valued on a with-charter b: 
figures do not include the US$160 million co 
ings which are due to have been deliv ered by March. 
Even on the optimistic assumption. that me nae 
manage to hold on. to all their chart i 
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losing just ander US$! billion of their T portfolios, 
today's volatile market — where the world larg 
operator, Sanko, is about.to release very large volum 
distress-sale tonnage — an accurate estimation of ¢ 
worth is becoming all but impossible. The financial- 


bulkcarriers to save the container r-shipping division, but 
one is quite sure how everithe written-down value of the 
ships are going to be realised in future anyway. 

. Nevertheless, the financial advise are ed 
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ieved to t 










tions of the group will be ved off intoas 
corporate entity; then shares will either 
parties or the new company will be fh 
change as soon as possible. A com 




















s plan is apenas p | 
sinvolved and a decision on whether to proceed wi 

memberment of the 7.7 million-dwt fleet is expected soor 
he interim, OOHL is dependent upon secured credit lines | 





group and the Bank of China (BoC). 
. The involvement of the BoC raised little public comment 


o having one of its major shipping com 
fir by mainland interests. This compam 
"Maritime 'ransport (CMT), is a subsidiary o 
nda fellow user ofthe Orient Overseas Container. 
)JOCL) trade name, along with OOHL. To make ma 
complicated, CMT hàs been excluded from the re 
ng scheme, yet it owns seven of the containerships le 
OOHL — at least six of which sail under the Taiwan fl: 
OOCL i is a member of the crucial Far Eastern Freight 
nference, through CMT as national member for Taiwan. 
. The reasons for China's involvement probably can be at-- 
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: who married into the Tung family and took over responsibil- 
"ity for the group's Euroasia rig-building yard on Hongkong's 
- Tsing Yi island at the beginning of the 1980s. Since he sub- 
~ contracted steel-fabrication work for one of the rigs to a ship- 
yard in southern China in 1982, King has been working 
: "iin behind the scenes to. strengthen the group's links with 
. Peking; at the same time, CMT has been lobbying hard in 
Taipei to pick up some of the contracts of affreightment 
. dropped off by the near-defunct W. H. Eddie Hsu. 
. . This ability to back two horses and come away à double 
| winner must have infuriated the Tung group's foremost rival, 
~ Pao’s World-Wide group. Pao has been cultivating China as- 
siduously for many years, placing orders at Chinese yards 
(and therefore almost single-handedly creating China's ship- 
export market), and forming a joint venture for the market- 
ng of Chinese-built ships to other owners. Pao has also had 
» put up for years with jibes from the likes of Tung about his 
a banker rather than a shipowner. Yet just when his fi- 
ncial skills were about to be vindicated by the collapse of 
"Tung group, the BoC stepped in to hel 
Pao has ha his share of. troubles, too, oue they would 
ave been much worse if Sanko had gone to the wall a few 
ears ago, asit was once feared it might. At the beginning of 
84, the World-Wide group, including the publicly quoted 
rid International (Holdings), from whic h Eastern Asia 
Navigation ey) was punc ett later that year, had no fewer 
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-HK$200 million each extended by the Honkong Bank “| 


when first revealed in Hongkong at the beginning of De- | 


-cember, but in Taiwan, several rumours sprang up about.” | 
| | dleman, have been sold of 


| Wide on the spot markets. 


tributed to Roger King, OOHL's new managing director, | - 
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s out to 
or ' Sanko, : 





lias been ind to the cou 
most of the remaining charte r OW 
upon payment of just 5% of the ae dus over rthe AUR cur , 
length of the charters. World-Wide has accepted these terms. 
but at the last count it had only five or six ships still employed 
by the Japanese carrier — the others have either been fixed 
directly to their original charterers without Sanko as the mid- : 
are being operated by World- 











ao can afford to be magnanimous: he read the market 
right about three years ago and his main Hongkong rivals 
readit wrong. His fleet —incluc ling EAN's — now num- 
bers around 80 ships of around 9 million dwt compared to 


more than 20 million dwt at its peak; his disinvestment has 
~beensoswift that he has been forced to deny reports that he in- 
"tends to pull out of shipping completely. EAN was down to 25 
-ships totalling 4.2 million dwt by the middle of 1985.. 






; Going i in an opposite direction is Wah Kwong, w 
the market talking last year by is 
that its property company associate might 
be for sale at the right price. The com- 
y pany's president, Frank Chao, let it be 
Db known that he thinks shipping i is a good 
M investment now, though Chao has never 

7 been known to say otherwise, even dur- 


w^ o. 


sf 
p 


E ing the market's periodic peaks. Other 
@ investors have tended to think otherwise 
eT ;Q'* — including his own shareholders, who 


did not receive an interim dividend in 
1985 — which is why the Chao family's 
Venture Lines has ended up being 45%- 
owned by Wah Kwong instead of 20%- 
owned by institutions in London or 
Hongkong, as originally planned. 

Nearly half the Venture Lines fleet 
was on charter ultimately to Sanko, 
though guaranteed one way or another 
by the trading houses. Two of the re- 
mainder were on charter to a small, 
maverick liner operation based in Aus- 
tralia competing on the overtonnaged 
trans-Pacific route called KKL Kangaroo Line. KKL Kay 
garoo Line went out of business in January after the arrest 
the US of one of its ships for unpaid bunker bills and a re- 
ceiver has been appointed in Australia. Reports so far indi- 
cate.that KKL owes Wah Kwong/Venture unpaid charter 
hire stretching back for more than a year on a total of five 
ships and Chao may have injected cash into the company in 
return for shares. 

The long-anticipated 27 January announcement by Wah 
Kwong said that the chairman, T. Y. Chao, had contacted 
some of the company's major lending banks "and has re- 
ceived indications of support ol a restructuring of debt if this 
shoüld prove necessary." Chao also stated that all principal, 
interest and trade obligations had been met in full up to 27 
January and it is Wah Kwong's aim to maintain payments on 
interest and to trade creditors. 

The Chao family, which owns 45% of Wah Kwong's 
shares and runs the company, has received the support of 
Standard Chartered Bank, which is believed to be a major 
lender to the group. The bank has agreed in principle to the 
provision of a standby credit. prov ided other creditors coop- 
erate in keeping Wah Kwong going pending the outcome of 
an assessment of financial viability by merchant bank Amex 
Asia. Wah Kwong's debt is estimated by some banking 
sources » to be around the HK$4 billion (US$512.8 million) 
mark. — Nick Seaward 
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CA Australia has made a giant leap in telecommunications now that AUSSAT, the national satellite 
_ communications system, has gone into operation. The first of three satellites was launched from the 
| Space shuttle to an orbital perch 22,300 miles (36,000 kilometers) above the equator. The drum-shaped. 
spacecraft is designed to carry a wide range of services: direct television broadcasts to homesteads and 
* remote i communities, high-quality TV relays between major cities, centralized air traffic control 
| Services, enhanced telecommunications, and business services, including data facsimile and video. 
Hughes built the system for Australia's national satellite company, AUSSAT Pty. Ltd. 





. .À new generation of powerful, ultrafast semiconductor microchips can soon be produced at rates 

. required for commercial manufacturing, using the world's most sophisticated electron beam 

.. lithography system. The system is capable of writing circuit patterns with features as small as 0.5 
.. micrometers—about 1/200th the diameter of a human hair. It was accepted recently by the US. 
Department of Defense for its VHSIC (very high speed integrated circuit) program. The acceptance ^. 
. eulminates four years of development by Hughes Research Laboratories and Perkin Elmer Corporation oe 
ae leading to the direct-write system. B 








Acting as a kind of design and manufacturing prompter, a new artificial intelligence network increases _ 
productivity by automatically generating instructions for assembling complex electro-optical devices. 
The Hughes Integrated Classification System (HICLASS™) analyzes product design information to 
b determine the best assembly techniques. It then selects the most efficient manufacturing processes Du 
:- available. Operators, on demand, are able to call up appropriate graphical andtextinstructions in color ——— 
as they interact step by step with the system. As a result, workmanship i improves substantially and su 
products are made better. 















-A night vision system for helicopters significantly reduces pilot workload by eliminating wied. 
. movements, simplifying controls, and providing excellent video images and object detectio 
visibility. The Hughes Night Vision System (HNVS) is a low-cost, forward-loo 
... System that provides a pilot with automatic tracking and digital video O proc 
-. video, flight symbology, and navigational data on a single display, which can be 
anel or in a helmet visor. The helmet visor display projects a FLIR image onto a 
mbiner on a see-through visor. A helmet linkage, which moves the FLIR ast 

duces the pilots workload further and improves flight safety. o 












pe Forn more inforiaation write to: PO. Box 45068, Dept. 754-4, Los Angeles, CA 90045-0068 USA 
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MAMAGEMENT CONTROL 





bank vault in your office. 


EMENT CONTROL 





An electronic banking system for corporate 
customers must provide the highest 
standards of security and management 
control. 

With HongkongBank’s Hexagon you stay 
firmly in charge of your own worldwide 
financial affairs. 

Hexagon uses the HongkongBank group’s 
privately-owned global data communications 
network. All information passing between 
your personal computer and the Bank’s 
mainframe computer is scrambled, using 
the latest data encryption technology. 


Dual and multi-level authorisation, 
enforced automatically, allows your senior 
executives to delegate routine activities to 
their staff while retaining overall control. 
Individuals using Hexagon must uniquely 
identify themselves through special 
passwords. 


These and other sophisticated security 
features combine to provide safety and 
confidentiality for your company’s 
finances. | 

Hexagon is state-of-the-art corporate 
electronic banking from the 
HongkongBank group, one of the 
world's leading financial institutions with 
more than 1,200 offices in 55 countries. 


To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


3 Hexagon. 


Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 
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The Hongkong Hotel The Marco Polo Hong Kong The Prince Hotel, Hong Kong 


W 7 : i2 : Marco Polo and The Prince 
Ithin Asia S largest shopping centre, Hotel are managed by Marco 
pe Polo International Hotels. 
three of Asia S finest hotels. Experienced in the art of meeting 


When you stay at The giant Harbour City, one of business and pleasure travellers’ 
Hongkong Hotel, The Marco Asia’s largest shopping and needs, we know how to look after 
Polo or The Prince Hotel, commercial developments, are your clients? comfort. 
you're in the very centre of all under one roof. No worries 
shopping in Hong Kong. about taxis or transportation. AICO 
These hotels and over 600 No concerns about the weather. olo 
shops and restaurants of the The Hongkong Hotel, The Í | 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), Marco Polo International Hotels Ltd. 
Sales and Reservations, The Hongkong Hotel, 3 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong Tel. 3-676011 
Tix. 43838 HONHO HX 
Hotels managed by Marco Polo International; In Hong Kong: The Hongkong Hotel, The Marco Polo, 


The Prince Hotel; In Singapore: The Marco Polo. WY-FEER(CS) 


Hitachi Zosen-built bulk carrier on maiden voyage: a new industry profile. 


JAPAN 


Sanko cracks a cast-iron reputation 


By Bruce Roscoe in Tokyo 

apan's close-knit shipping community is still trying 

to make up its mind on whether the 13 August announce- 

ment of financial difficulties by Sanko Steamship was a 
positive or negative development for Japanese shipping. On 
the positive side, it has forced a maverick operator to seek its 
return to mainstream, Ministry of Transport-led orderly 
development; but on the negative, it has ruined Japan's re- 
putation of being the home of the cast-iron charter. 

A restructuring plan for Sanko, which was submitted to 
the Tokyo District Court on 28 December by lead trustee 
Mitsuhide Miyata, has attempted to salvage some of this 
reputation. Although the plan calls for the cancellation of 
charter contracts for 72 vessels that Sanko has on hire from 18 
foreign shipowners, it does envisage compensation to the 
tune of 5% of the outstanding charter hire. However, though 
this offer was accepted by at least one major Hongkong own- 
er which had ships hired out to Sanko, others were furious at 
what they considered to be a derisory offer. On31 January the 
district court declared that rehabilitation of Sanko was possi- 
ble and should proceed. Under Japanese corporate-rehabilita- 
tion guidelines, Sanko will be required to hold a first meeting 
of creditors within two months following the court's decision. 

With debts of € 520 billion (US$2.6 billion), and owing 
additional sums to trade creditors and other owners, 5% is 
probably the most anyone is going to squeeze out of Sanko. 
Miyata's preliminary reconstruction plan for what used to be 
the operator of the largest fleet in Japan concludes that the 
company can only regain profitability in two to three years if 
it fires 700 workers (a third of the total) and halves its fleet to 
about 137 bulk carriers. About 90 of these are in the handy- 
size class which Sanko ordered in a make-or-break restruc- 
turing plan three years ago. 

The report is not a detailed rehabilitation plan, and until 
one is produced the nine trading houses (which own most of 
the handy-size bulkers they had built for onward charter to 
Sanko), say they cannot fully assure their cooperation in re- 
floating the company. 

A key feature of the restructuring proposals involves the 
replacement of Daiwa Bank by Yamato Bank as Sanko's lead 
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lender. Daiwa had brought Sanko's long-festering financial 
problems to a head in 1985 by refusing to make more money 
available and by steadfastly resisting high-level political pres- 
sure to reverse its position. The plan is for Yamato to assume 
responsibility for Sanko defaults on charter hire and under- 
take the registration of a new company specialising in small 
bulk carriers operating mainly on the spot market. A much- 
reduced Sanko would then also compete for long-term con- 
tracts for steel and other Japanese trading-house cargoes. 


he collapse of Sanko was not the only Japanese ship- 

ping story in 1985, however. The sudden shift of loyal- 

ties among the other Japanese majors on the trans- 
Pacific liner trades, for instance, might well have destroyed 
forever the very same orderly development in shipping to 
which Sanko is supposed to be returning. And in many re- 
spects a bigger story — at least in terms of Japanese trade 
practices as they affect shipping — was the decision of the ad- 
ministration of US President Ronald Reagan to fight for a 
bigger share of the shipping business in Japan-US trade. 


If the US manages to persuade Japan to relinquish part of 


this service industry to American interests, other nations 
trading with Japan may well take the lesson and press for 
reviews of freight arrangements that favour Japanese com- 
panies. Freight, both external and internal transport, is still 
one of Japan's most protected industries, but until now it has 
largely escaped foreign political pressure for change 

The stakes in this dispute are as high as the revenue gener- 
ated by the yearly flow of 540 million tonnes of raw materials 
into Japan and 80 million tonnes of exports out. Tradition- 
ally, Japanese trading houses have worked in close concert 
with domestic shipping lines to keep the business in-house. In 
some areas, however, they are now being forced to loosen 
their grip lest they lose markets. 

Signs of at least official Japanese willingness to concede 
first appeared in a report produced in April 1985 by the 
Ministry of International Trade and Industry (Miti). Entitled 
A programme to increase imports by 134 major companies, 
the report called on trading houses and manufacturing com- 
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By Shim Jae Hoon in Seoul 


outh Korea's troubled shipping industry has gone 
through radical restructuring over the past two years, 
: under the government's two-phase consolidation pro- 
gramme. However, while this has temporarily stemmed the 
dangerous financial haemorrhage of the country's big mer- 
.chant-marine fleet, the problems besetting it are so structur- 
ally. entrenched that they must await recovery in the glo- 
pal shipping market before a fundamental solution can be 


| 
3 Under the first- -phase consolidation measures enforced 
arly in 1985, a total of 63 large and small shippi nen 
were merged into six integrated companies and 11 holding 
companies. The recently implemented second-phase pro- 
gramme involved the further merger of the 11 into nine new | 
units. Under the new line-up, involving 15 South Korean | 
companies, the big six will be Pan Ocean, Korea Shipping | 
Corp.. Korea Line Corp., Hyundai Merchant Marine, | 
‘Dooyang Line and Cho Yang Shipping. These will serve the | 
Pacific container line and tramp routes to the US West Coast, | 
‘Europe, the Middle East and Australia. Other deep-sea | 
companies will be Hanjin Container Line, Honam Tanker | 
ind three others excluded from the consolidation plan owing | 
0 joint-venture status with foreign partners. | 
Nine new companies will be Dongnama, Seyang, Osung | 
id Cho Yang, serving shorter routes to Southeast Asian de- 
ations, and the South Korea-Japan route will be served 
our companies under Dong Jin, Shilla, Hanil and Nami, 
le specialised chemical carriers 
yin alle will continue to e 
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^. more palatable for Sony, t 





] simply by i imposing its will on the industry, 
<|- with almost no serious resistance from the g. 
^ ]ocompanies, it has left the much smaller — often single-ship 
^] owners doing steady business with Japan — deeply unhappy. 
~~ | They have been the reluctant partners in a shotgun wedding 
VS id rescue their big, unprofitable brothers. 






| 27,740 || 28,284 





ping. ing c. 
siders.:made the eite 
hough the electronics shipper will 
continue to plac he lion's share of its business with J apan- 
linked shipping, which it maintains is more cost-competi- 


tive. 































































J apanese tobacco-leaf imports from the US has opened up. 
a third concession to American shipping interests after yea 
of total monopoly by Japanese carriers. On a trial basissince - 
1982, APL and Sea-Land Service had received a share, albeit 
limited, of this business. The contracts with the two lines | 





; Were made permanent in April 1985 when the Japan Tobacco _ 
and Salt Public Corp. was in part privatised in the form. of 
. Japan Tobacco Inc. P 
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So, while the rationalisation has left the industry. neath 


| ‘realigned, at least on paper, it has failed to tackle the funda- 
| mental question of what to do with the enormous collective 


debts incurred in the process of a feverish expansion of the 
fleet in the 1970s. 
Pan Ocean has emerged from the rationalisation as the 


| country's biggest shipping company; asa result of taking over 
| vessels from other cómpanies at KMPA’s behest, its total 


tonnage has risen to more than 1.6 million grt. Much of the 
acquisition has been by way of assuming others" debt. As a 
result, according to one industry estimate, Pan Ocean's total 
liabilities have soared to’ Won 860 billion (US$966.3 million), 
or about 20%. of the Won 3 trillion the industry as a whole 
owes to domestic and foreign banks. Until the world shipping 
industry recovers, there is little chance of these debts being 
repaid. 


uite apart from continuing. net losses, 32% of the total 
merchant fleet — of about 7 million g grt — is more than 
15 years old, while at least 50% is more than 10 years 
old. Obviously, many of these vessels are in urgent need of 
replacement. Most of them were purchased second-hand on 
the international market between 1979-81, when prices 
peaked in the wake of the second oil shock. One shipping: 
executive said: "By buying these second-hand vessels with: : 
out looking at the future, we in effect dug. our own graves.” 
Competition for second-hand vessels was so intense among 
South Korean buyers in that period that it served to push 
prices still higher. | 
It was the KMPA's Solos that was largely to blame for 
this. In the 1970s, when world shipping rates jumped follow- 
ing the first oil shock, South Korea — without a significant 
fleet of its own, or much experience in the shipping business 
— suffered badly from arbitrary prices imposed by foreign 
carriers. That, plus national-security considerations, per- 
: suaded then president Park Chung 
Hee to expand the fleet at all costs. 
The timing was poor, however, be- 
cause the worldwide shipping 
boom was lorcing Bp second-hand 
prices. | 
In the midst of the boom, the 
KMPA declared that effective sub- 
sidies in the form of guaranteed 
employment would only go to de- 
signated. || major shipping com- 
panies. That set off a veritable 
stampede by South Korean buyers 
€ the world market for. second- 
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Interestingly, only a small portion (2,600 out of 13,000 
tonnes, or 2095) of Japan Tobacco's direct imports will be en- 
trusted to American shipping; the remaining 42,400 tonnes 
will remain in Japamese hands and of that, the trading houses 
control 32,000 tonnes. For APL and Sea-Land Service the 
agreement amounts to only 150 40-ft containers a year, but it 
is nonetheless seen as an important Japanese concession in 
spirit if not quantity. 

American political pressure also is extending its reach to 
Japan's tightly controlled intérnal freight market. As ship- 
ping companies strive to diversify their services by offering 
complete packages which include trucking, road and other 
internal transport, regulations have come under close 
scrutiny in Japan. Symbolising Japanese barriers against 
foreign companies is a restriction on the size of containers 
which can be transported on Japanese roads: the Japanese 
Government permits Japanese container manufacturers to 
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Loading South Korean exports: volatil market. 


hand vessels — any second-hand vessels. This competition 
led brokers to charge a “Korea rate” for aging ships. But the 
local industry failed to realise just how volatile the in- 
ternational shipping market could be. “We were too in- 
experienced in this business; our learning cost was enorm- 
ous,” said Kim Kap Jung, managing director of Korea Ship- 
ping Corp. 

A major role was also played by the state and commercial 
banks that financed this frenetic expansion. The boom of the 
1970s attracted virtually all 
the conglomerates into inter- 
national shipping: Daewoo, 
Kukje, Ssangyong, Dong 
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use local roads to transport high-cube containers (49 ft long, | 
9 ft, 6 in. high — a popular and prevalent American size) to ' 
Japanese ports for export, but does not allow foreign con- 
tainers of the same size on Japanese roads. This discriminat- 
ory regulation has been changed to permit the transport of 
high-cube containers on certain designated roads. 

As this case illustrates, Japan is geared far more to export- 
ing than importing. That gearing in many areas of infrastruc- 
ture adversely affects foreign shipping, for example the vir- 
tual closure of Japan's five top ports on Sundays because of 
longshoremen's holidays. The practice of not operating un- 
loading services on Sundays, which can cost foreign shipow- 
ners and operators huge sums as their vessels lie idle in port, 
is likely to become one of the next targets of American pres- 
sure for change. US officials want Japan to adjust its port op- 
erations to meet the seven-day-a-week standards of major 
North American and European ports. n 





to follow what the government told us . . . 
P - - 

once the government had set [shipping] as 

a strategic industry, we had to support 

K^ 


espite the disastrous outcome, the 

KMPA's rationalisation and con- 

solidation programme rests on the 
principle of concerned banks either rolling 
over old loans or granting moratoriums on 
repayment. Under the programme, repay- 
ment of principal on loans covering domes- 
tically- built vessels was extended from 
10.5 years to 13 years, including a grace 
period. Interest will be covered by a re- 
financing scheme involving instalment pay- 
ments extending to eight years. 

[n exchange for the rescue, the industry 
has made some costly concessions of its 
own. While dozens of companies either de- 
clared bankruptcy or fell under court re- 
ceivership, others which survived trimmed 
personnel, sold office buildings and cars, 
reduced the number of overseas branch of- 
fices or liquidated other property hold- 
ings under so-called self-help measures. In 
this wat, the industry as a whole repaid 
about Won 265 billion of debt by De- 
cember 1985. 

Not only have these drastic measures 
won no sympathy from the general public, 
some in the industry complain about the 
terms of the Won 10 billion financial pack- 
age offered for the replacement of aged 
vessels. As more and more companies sell off their old 
bulk carriers, the banks will have to write off, or cover 
with new loans, the differential between the vessels’ de- 
pressed prices and the original mortgage amount. The 12% 
interest rate charged for domestically built vessels to 
replace the aging fleet, according to industry analysts, 
is much higher than the 6-8% charged by Japan, Europe or 
countries in Scandinavia, and thus is of little benefit 
to the already hard-pressed local shipping industry. 

However. to strengthen 
the linkage between the ship- 
ping and shipbuilding indus- 
tries, the KMPA’s policy is to 





Revenue 


Ah, Sammi, Hanyang and 


even Miwon — a foodstuffs |. 23,511 472 

manufacturer — jumped in. 1,611.5 12,866 292.7 
Without exception, all these 1.148.4 11,892 313.5 
groups have ended up with a 19 3,581 117.3 
pile of debts and liquidated |lujop — 1106 - 1,969 118.8 


their shipping arms. As one 
local banker put it: “We had 
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Source: Korea Maritime Statistics, 1985; other private estimates. 








maintain the level of domes- 
tic building at 400,000 grt a 
year. Overseas purchases of 
vessels will be kept to a mini- 
mum, according to Kim Sung 
Soo, director of KMPA's 
shipping-promotion division, 
while approval for new ship 





59 

















vie 


imports will be limited to those with assured affreight- 


ment. (The placement by Hanjin Container Lines of orders 
for three containerships with Japanese yards in 1985 caus- 
ed a furore at the time. But KMPA and Hanjin officials 


- say this was because of especially favourable financing ar- 


rangements and did not mark a deviation from government 
policy.) 

Meanwhile, prospects for the shipbuilding sector are 
hardly brighter. Although they were boosted by domestic or- 
ders, amounting to 820,000 grt — much of that representing 
bulk-ore carriers needed for the new Kwangyang steel mill 
now under construction — new ship orders in 1985 total- 
led 1.2 million grt, down 53% from the previous year in 
tonnage terms. Export orders, at 771,000 grt, represented 
an even sharper drop of 66% compared to 1984. In value 
terms, last year's exports were worth US$4.98 billion, in- 


TAIWAN 


Survival of the 
fittest seems to 


be working well 


By Carl Goldstein in Taipei 
hat the big players in Taiwan's shipping industry 
i managed to get through 1985 without major casualties 
must be considered an achievement in view of the de- 
pressed state of the industry worldwide. Nonetheless, con- 
tinuing declines in freight rates put pressure on most lines to 
one degree or another, and the state-owned China Ship 
Building Corp. (CSBC) was forced into its biggest staff layoff 
ever in its efforts to survive woes similar to those being ex- 
perienced at shipyards throughout the region. 

Chinese Maritime Transport (CMT), the local arm of 
Hongkong’s Tung group, was buffeted by its parent organisa- 
tion’s highly publicised financial difficulties, but it appeared 
to be pulling through with a little help from its friends — 
namely the Taiwan Government. ° 

Taiwan's two big outsiders, giant Evergreen Marine 
Corp. and the state-owned Yangming Marine Transport 
Corp., forged ahead despite the rate declines plaguing the in- 
dustry, which have resulted in levels 20-40% lower than a 
year ago. “We look upon this as a time of Darwinist survival 
of the fittest,” said Yangming president H. W. Kuo. “Soon it 
should become apparent who has the ability to sustain them- 
selves until conditions in the industry improve,” he said. 

Evergreen continues to report good financial results, de- 
spite the widespread feeling in the industry (perhaps contain- 
ing some wishful thinking), that its heavy debt-servicing bur- 
den — estimated by some outside the company to be as much 
as US$100 million a year — must be straining its cash flow. 
The US$1 billion expansion programme launched by the 
company in 1983, which centred around the acquisition of 24 


G-class 2,728-teu vessels, is virtually complete; and four ad- . 


ditional vessels in the same class are scheduled to be deliver- 
ed in 1987. Evergreen’s two-directional round-the-world 
(RTW) service, initiated in 1984, appears to have been a 
good gamble. Now operating 56 vessels, Evergreen will be 
the largest container line in the world by the time it gets its 
new ships, which will give it a total carrying capacity of more 
than 100,000 teu. 

Evergreen diluted its resolute outsider status last summer 
when it joined the newly formed Asian-North America 
Eastbound Rate Agreement (Anera), along with most other 
major lines plying the US trades (but not Yangming). The 
key to the company’s decision, which took some by surprise, 
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Yangming containership: good financial results. 
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cluding US$3 billion in ship-conversion and -repair work. 


The order book, as of December, showed a backlog of 
3.38 million grt for 142 vessels, off 34% compared to a year 
earlier in tonnage terms. To shore up the struggling sector, 
the government from 1 January improved export-finance 
terms for ships, extending the deferred-payment period from 
8 to 8 1/2 years. 

But with a number of vessels floating unclaimed outside 
some yards, that may not help much. As analysts here fore- 
cast another three to four years of worldwide slump, there is 
growing concern over the future of the shipbuilding industry. 
"This will be the bottom year since the 1980s began," said 
S. J. Im, head of research at the Korea Shipbuilders' Associa- 
tion. He said “a crisis mood" grips the boardrooms at Hyun- 
dai, Daewoo, Samsung and Korea Shipbuilding and En- 
gineering Corp., the country's Big Four builders. oO 


was that Anera did not have enforcement mechanisms to go 
along with its rate-setting functions. Nonetheless, it is cre- 
dited with having brought some stability to the Pacific trades 
and Evergreen’s decision to resign from Anera in March will 
undoubtedly result in a resumption of the rate-cutting com- 
petition between conference lines and outsiders. Anera an- 
nounced on 18 January that it intends to raise rates by 15% 
on 15 April, but the attempt appears doomed to failure. The 
end of the pre-Chinese New Year shipping flurry is more 
likely to see rates moving down again. 

To match the competition from Evergreen’s and United 
States Lines (USL’s) RTW service, Yangming plans to intro- 
duce its “pendulum” service by the end of this year. Combin- 
ing existing European and American routes into one, vessels 
will swing from Taiwan to Hamburg (via the Mediterranean 
Sea) and back to Taiwan, then continue on to the US west 
and east coasts before returning to Taiwan. The virtue of this 
setup, according to the company, is that it will bring 20% sav- 
ings in expenses by eliminating route overlaps (particularly in 
East Asia) and at the same time allow Yangming to skip the 
hotly contested Atlantic segment. 

The pendulum service will offer a nine-day sailing fre- 
quency initially, using in part the four, 3,042 teu-sized vessels 
CSBC will deliver between May and October this year. After 
four more ships of the same class are delivered in 1987, 
Yangming says it will expand the service to weekly sailings. 
At that time, the company will have 19 containerships in 
operation (as well as 21 bulk carriers, tankers and multi-pur- 
pose vessels), giving it a carrying capacity of about 50,000 
teu. 


angming has reported good financial results despit 
Y the difficult economic conditions. In financial-year 
t985 (ended last 30 June), the company showed a profit 
of US$12 million, its best ever. This year will not be nearly as 
good, but management is still predicting a profit. 
While the Tung group was being propped up in Hongkong 
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by a hefty line of credit from 
the Hongkong and Shanghai 
Banking Corp., the local 
arm, CMT, was being helped 
out by orders from the 
Taiwan Government to local 
banks to continue supporting rev ^ 
it, according. to industry. | gi e I mw 

sources. CMT itself refused. |^, | ot 

to comment, but the same 
sources said that in return, 
legal ownership of the com- 
pany was transferred to C. H. 
Tung's sister, whose hus- 
band, John Y. K. Peng, is 
CMT chairman, in order to 
give the company a stronger 
local character. CMT has in 
the past helped cement its 
local political ties by provid- 
ing employment to retired 
naval officers. CMT has 
seven vessels registered in 
Taiwan under the national flag 
and is scheduled to receive 
two new bulk carriers from 
CSBC in March and April 
this year, which will also fly 
the national flag. The company relays cargoes to OOCL. 

CMT was one of several companies to benefit from the fall 
of Eddie Steamship Co., Taiwan's biggest bulk-carrier 
operator until it collapsed under an avalanche of debt in the 
summer of 1984. Although Eddie is still operating five vessels 
held under bank mortgages to carry coal for Taiwan Power 
Co., the rest of its contracts of affreightment, particularly for 
bulk grains, have been divided among Yangming, state- 
owned Taiwan Navigation Corp. and the Tung group, as well 
as others. 

CSBC abruptly announced the layoff of 1,400 of its 8,500 
workers in November (1,000 from the Keelung yard and 400 
from the main facility in Kaohsiung). This had followed the 
reduction by attrition of 400 employees in the past year and 
the elimination of 1,500 subcontractors' jobs in 1984. The 
need for such staff reductions was clearly illustrated by the 
prices the shipbuilder is now forced to accept. The company 
is building a 150,000 dwt bulk carrier for CMT for US$22 mil- 
lion, while three years ago it was able to get US$42 million 
L from China Steel Corp. for a 130,000 dwt bulk carrier with 

_ significantly less-advanced control systems. 

In the financial year ended 30 June 1985, the company 
showed a profit of a bare NT$17 million (US$425,000), on re- 
venues of NT$10.7 billion, down from profits of NT$1 billion 
the year before. For financial 1986, the company is expecting 


a loss even with the staff reductions, according to executive 


vice-president C. A. Kuo. 

CSBC had looked to an improved financing plan ap- 
proved by the government early in 1985 to provide a boost to 
its orderbook, particularly to attract foreign business. The 
plan provides 12-15-year loans at 876, slightly better than the 
terms generally offered by South Korean or Japanese yards, 
yet no substantial new business has been attracted as a result. 
*Without being able to offer these terms, we wouldn't even 
be able to talk to foreign shipowners," said Kuo. 

The current orderbook shows only domestic or Overseas 
Chinese business. Given the continuing grim prospects for 
the shipbuilding industry worldwide, CSBC is trying to ex- 
pand its business in land structures — such as container 
cranes and smokestacks — and oil platforms, but it is unlikely 
that this type of business could become a significant revenue 
earner. Another hope expressed by the company, that of at- 


tracting business from Taiwan's navy, may offer more long- 


term potential. 
Another mainstay of the Kaohsiung economy, the har- 
bour bureau, is faring considerably better. Based on 1985 fig- 
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Kaohsiung Port: looking to be No. 1. 





ures, the port of Kaohsiung is now ranked fourth in the world 
in terms of container volume (behind Rotterdam, New York 
and Hongkong). The 1.9 million teu shipped was a 7% in- 
crease over the previous year. In addition, Kaohsiung is be- 
coming increasingly important as,a transshipment centre. It 
handled 534,000 teu last year, roughly the same as the previ- 
ous year. | 


shipment centre, according to harbour master Chen 
Ming-wen, a US$210 million expansion programme 
now under way should allow it to take the lead within a few 
years. The harbour presently has 11 container berths, but six 
more will be completed by 1990. Chen said Kaohsiung should be 
able to pass Hongkong in containers handled by 1990. Kaoh- 
siung harbour produced an estimated NT$3.8 billion (US395 
million) for the Taiwan provincial government in calendar 
1985. Much of that revenue was used ta subsidise the money- 
losing harbour operations at Taichung, Hualien and Suao. 

Kaohsiung’s shipbreakers enabled Taiwan to maintain its 
position as the world leader in shipbreaking in 1985, as they 
scrapped 2.9 million light displacement tonnes (ldt), or 165 
vessels. The tonnage was a slight decline from 3 million Idt in 
1984, while the number of ships represented a sharp drop 
from 300 that year. The big increase in the size of the vessels 
being scrapped in 1985 demonstrated two things. 

For one, many owners of long-mothballed VLCCs (very 
large crude carriers) and ULCCS (ultra-large crude carriers) 
finally gave up waiting for the economics of the oil industry to 
make these floating behemoths profitable once again. And 
China continued its rapid advance into the ranks of leading 
ship-scrapping nations, aggressively buying up many of the 
smaller vessels that came on the market (which are technical- 
ly easier to handle than the big ships). South Korea was again 
second in terms of tonnage, with 900,000 Idt, while China 
scrapped 550,000 Idt. Pakistan and Bangladesh rounded out 
the top five. 

Analysts said Taiwan should be able to hold its lead for at 
least five more years, but that within 10 years China is likely 
to become the leading scrapper. The Taiwan Government re- 
gards the shipbreaking industry as not being viable in the 
long term, in part owing to environmental problems as- 
sociated with shipbreaking. The Kaohsiung harbour admin- 
istration wants to use the space now occupied by the 
facilities. Thus the government is trying to persuade the ship- 
breakers to move to Anping harbour, near Tainan. o 


Ao» still behind Singapore and Hongkong as a trans- 























ly st ar xi in Kien contrast. With their effici 
fices, global connections and frequency of sailing 
rators have moved way ahead of the others. About 90 
ndia's container traffic has now gone to foreign —t 
erican — lines. . : 
he dynamic style of these American companies, pM 


















ian business: limited shipping facilities has been a constrict- 
ang factor in the. past. Now the perspective has changed, 
though there is a suspicion in some quarters that-it will 
change again once the recession is over and cargoes start 








Line, for one, has to date invested in some 
forth of equipment at Indian ports. 

. Secondly, the American entry has sounded an alert for 
other lines; Indian and foreign, operating in this part of the 
vorld. There has been a remarkable change of pace of late at 
he Shipping Corp. of India, the biggest Indian shipping com- 
pany, which is owned by the government. It has not only held 
ats ground but has managed to expand its business, even in 
the American sector. Among foreign lines, the consortium of 
British and European shipping lines, known as Cobra, re- 
tains a fair presence on the India-Britain-Continent routes, 
but this, too, will be challenged when USL starts its 
westbound round-the-world dd. service to complement 
Is existing eastbound one. 

. The third major consequence has been the intensification 
the freight-rate war, with vicious undercutting. Freight 
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fo Wi shipping links for thet international 
rade — and despite the fact that Asean has pinpointed 
Hag as one area bur which regional cooperation would be 






ng each other out of the ship- 
result, intra- -regional liner ser- 
: - while large-scale investment in 
-ontainer ports has con nued unabated. 

' organisation which is still gamely trying to fight the 


gainst scinheast As nce is d die i the Kuala Lao 












ned since United States Lines (USL) entered the Indian 
market about a year ago, has produced some interesting ré- 
Its. First; it has greatly widened the trading horizon for In- 


hasing ships. The Americans disagree: American President 
US$5 milion- 
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1 this, 2.5 million grt would be for replacement of aged ton- 


other 


(SSC), which took deliver 
f largest containership 





peering Make i 
The share of Indian Boece: in the transport if pud 


| cargoes, excluding those coming under bilateral-trade agree- 
| ments, is 





s about 24%. In some areas, Such as petroleum-oil - 
lubricants traffic, it is much higher — 65%. For countries 


5 with which India has bilat stal-irade agreements, such as the 
[Soviet Union; cargo-sharing on a 50:50 basis is the rule. 
= Overall, the: share of the Indian lines is about 45%. 





past year has also seen, for the first time, a shrinkage 
in India's deep-sea tonnage, as many com panies chose to lay 
up old vessels; The deep-sea fleet stood at 5.92 million grtin 
ist 1985, against 5.99 million grt at the beginning of the i 
ar. There: was a similar trend in the overall fleet, which de- _ 
ned to 6. 26 million grt from 6.36 million grt over the same 


a ‘sitions during the sixth plan (1980-85) were 
alt ae a target of 2 million g grt, the actuál out-turn 
ely 800,000 grt. Recessionary fears and resources 
raints were the main factors behind this, and they hav 
10t gone away so far this year, the first of the seventh plan (i 

990). This plan seeks to add 2.93 million ert of vessels. Of 







nage and 430,000 prt in net addition to the fleet. About 
710,000 grt deferred from the previous plan also will be 
added. The target for operational tonnage at the end of the 
plan period 1s 7.5 million grt. 

The wobbly trend in tonnage figures is just another reflec- 
tion of the crisis that grips Indian shipping. Shipping com- 
panies have large debt burdens: rupee and foreign-exchange 
loans sanctioned or guaranteed by the Indian Government 
total Rs 34.68 billion (US$2.89 billion). As at March 1985, Rs 
8.09 billion was outstanding, with the public sector alone ac- 
counting for Rs 4.52 billion o£ it. (In tonnage terms, the ratio 
of public to private sectors is 59:41.) Also as at March 1985, 
defaults on interest and principal payments totalled Rs 4.03 
billion. The government has permitted rescheduling of debt 
over two years, but the industry has asked for a longer 
period. 

The government's policy approach remains a mixture of 
stick and carrot. It i$ considering an amendment to the Mer- 
chant Shipping Companies Act to give itself the power to 





| 
change, or take over, management of the loss- -making con- 


and Communications Development. Headed by a Japanese 
economist, Seatac has pressed ahead with efforts to establish 
intra-Asean liner services, despite a lack of funds from the 
organisation that commissioned its work in the first place, 

Asean’s Committee on Transport and Communications. 

Early in 1985, Seatac published details of two routes 
which it considered viable and it is now studying the best type 
of vessel to be used on the trades. One problem encountered 
by Seatac has been the restriction of the scope of the service 
to the Asean members, whereas the agency believes that the 
inclusion of: neighbouring non-Asean ports would increase 
their chances of success. 

The other problem is that both of the proposed new routes 
| (one begins in the Straits of Malacca and calls at north Bor- 
neo ports before finishing at Cebu in the Philippines; the 
inks Bangkok with Manila via Indonesian ports), re- 
quire calls at Singapore to make them viable. Unfortu- 
nately, Malaysia jealously resists any attempt to open up its 
cabotage trade between the peninsula and its eastern states. 
similarly, Singapore does not consider it needs any help to 
develop its shipping and has plans of its own to be the main 
provider of regional liner services, 

It was a Singapore owner, Singapore Shipping Corp. 
‘ear of what is probably the 
rpose-built for the . a 


















































































d “cargo support to Toden 
ne school of thought. holds that 
nly way to curb the growing 
dian shippers to pa- 
. There is another rea- 
ought: foreign lines, in- 
neighbouring Bangladesh 
enjoy relative freedom to 
dian ports, but Indian lines 
denied reciprocal rights in those 
coun While some in the industry 
à want hee government to act on this, others © 
3 Sy these problems are not ones to be tackled purely by law. 












^n terms of financial performance, meanwhile, Shipping 
Corp. of India is one of E few healthy operators. It E 
duced a net profit of Rs2 2 million in financial year 1984-85, 
smart turnaround from the whopping loss of Rs 520 million i » 
| the previous year. It has extended its Bay of Bengal feeder 
service to Singapore and Malaysia and has built up a global 
network of sorts. Shipping Corp. has put before New Delhi 
proposals for the acquisition overseas of six cellular con- 
tainerships at a total cost of some US$1060 million; six edible- 
oil tankers (US$140 million), and six chemical tankers 
(US$100 million). It also intends to place orders with Indian 
. shipyards for seven crude-oil tankers of 88,000 dwt each. 

Among the other companies, only a handful are out of the 
red. These are Great Eastern Shipping, Essar Shipping and 
Varun Shipping. They have managed to escape the crunch by 
moving into specialised areas such as offshore-supply ser- 
vices and feeder services, or have secured profitable char- 
ters. Meanwhile, the slump in ship prices has attracted sev- 
eral major non-shipping Indian companies, such as Larsen 
and Toubro and Century, to diversify into shipping. 

Much attention lately has focused on the functioning of 
‘India’s ports. Neither the shippers nor the shipping lines are 
happy with the ports' performance, tougn the introduction 








"trades, the 1,018 teu Piya Bhum. The new ship was put on to 
the: Singapore- Bangkok service operated by a joint venture 
called Regional Container Lines (RCL), which was formed 
by SSC and a Thai partner. The newbuilding represents a 

substantial increase in capacity on a trade that already is suf- 
fering from very depressed rates: other sh 
on the trade are in the 200-400 teu capaci 







yrange.- 


|: a bid to reduce this competition. 





i RCL has “oiii 












a combined service on the Bangkok. 
o Mother company, Mid SEA Containers. Mid SEA itself 
is a joint venture between Singapore's - largest privately 






owned shipping company, Pacific International Lines (PIL) 


and Indonesian partners — a tie-up which has smoothed the 
way for PIL to operate in the feeder trades to Indonesia. — 
.. Access to Indonesia is essential to PIL, which operates à 
. number of long-haul routes from. Southeast. Asia to the Red 
| Sea and South Asia. The line has recently taken delivery of 
two 20,000 dwt semi-containershi ewbuildings and is buy- 


















ing newer second-hand tonnage in bid to reduce the aver, 


age age of its fleet to around 12-14 y 
|. The imposition of restrictions on. 
tions to and from Indonesia ports dt 
. Jakarta's response to what it perceived as Singapore's th 
to the Re PENRO of Indonesia’s own container terminals, 
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» chatee for a container Aang the: terminal within a 2 
| period from S$100 (US$47.10) to $$ 


no concrete proposals as yet. 
liberalisation of port and customs procedures in ] 


prompt a reaction from Indonesia if disc campaign proves t 
successful. 


“Singapore's container traffic, but regional rivalries | 


; counting for an estimated 40% of container movem 
- containers é 


| risk upsetting i its neighbours. “The fees C Y Docet transsh 






million. tonnes t 
jected traffic by 1€ 
The government has 2 
of Rs 9.55 billion lo 
the country's 11 major] 
seventh plan. But of S 
Nhava Sheva, Bombay — now 
struction-~alone will take Rs 4. 

But the more important que 
being asked is whether the role of 
ports will be reduced to mere feeder 
serving relay points at Singapore, Dt 
and perhaps Colombo. One propos 
been to develop one of the Andamat 
lands ports as an international t 
with facilities to handle fourth-generation 
containerships. While the Andamans pro- 
posal remains five, the Shipping Corp. 
has already taken the initiative to devel 
Madras as a terminal centre. Experts E 
lieve that another port on the west coast, like Nhava Shev 
could and should be groomed as a mainline centre. 

While coming years should prove exciting for Indian ship 
ping, given an easing-off of the recession, the outlook forthe 
country's shhipbuilders is far from clear. For one thing, thei 
charges are much too high — an Indian-built ship, ton fo 
ton, is said to be at least twice the price of a foreign-built one. 
The yards have chosen to specialise in defence craft, drill 
ships, coastguard vessels, offshore-supply vessels. oil- explo 
ration rigs and the like. Hindustan Shipyard has techmical- 
collaboration agreements with Ulstein of P and has 
just opened an offshore-platform yard, while Cochin Ship- 
yard has entered into a new tie-up with Japan’ s IHI. The 
Mazagon Shipyard also is being spruced up. 

With freight traffic of about 120 million tonnes at present 
and projected annual increases of 5% in GNP and | 12% in ine 
ternational trade, India is and will remain an m mare 
ket for world shipping. To cope with this growth wil | requite 
both capacity expansion and improve d technology =~ 
other words, substantial investment. But that is the problem 
Much of the task is the government's, but neither it nor th 
private sector is likely to be able to fund the sort of expansion 
envisaged. Throwing the field open to foreign and/or Nt 
Resident Indian investment has been discussed, but there are 
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Although the restrictions were lifted as part of a 
Port of Singapore Authority s (PSA's) determined 


win back container transshipment business through si 
tial reductions in handling and storage charges in 1% 


Transshipment has always provided the backbo 






dy growth | in this sector dif icult to achieve: € 
in ports as the exclusiv 
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ment trade has become even more apparent following bs 
disastrous 1495 rap in overall cargo movements durin 
1985. 

In addition to various concessions on bead xs 
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former “port costs 
at Singapore. 

These reduc- 
tions may have 
been instrumental 
in persuading the 
powerful Ace 
Group of lines to 
stop calling at Ma- 
laysia's Port 
Kelang on its East 
Asia-Europe ser- 
vice last year and | 
resume feeding-in | ^" 
from Singapore. |Container ha 
For Port Kelang — 
which for years has been trying to establish itself as a linehaul 
port on the Europe trade — the PSA charge reductions have 
come as a further blow. It is ironic that the Tung group, which 
owns Ace Group member Orient Overseas Container Line 
(OOCL), was one of the partners in a consortium bidding to 
take over Port Kelang last year. 

If the Tung group had been successful in its bid, OOCL 
would have been placed in an awkward position on its choice 
of Southeast Asian linehaul port because the Singapore 
state-controlled Neptune Orient Lines (NOL) became its 
partner last year in a round-the-world (RTW) service, along 
with Japan's K Line. As Southeast Asia's premier container 
operator, fellow Ace Group member and long-serving part- 
ner on the trans-Pacific, NOL was a logical choice for OOCL 
and at one stage last year there was some speculation that 
OOCL might have been contemplating moving its base from 
a politically uncertain Hongkong to Singapore. 

OQOCL’s subsequent financial problems have put paid to 
that idea, but the eastbound RTW service seems to be going 
ahead as planned, with NOL currently taking delivery of the 
two newbuildings it had ordered from South Korea's Hyun- 
dai as its contribution to the service. The two ships are being 
named Neptune Garnet and Jade — the same as two smaller, 
2,300 teu ships which had been sold at a profit to rival US 
container operator, American President Lines, in 1984. 

At 3,000 teu apiece, the newbuildings are the largest con- 
tainerships in Southeast Asia, but they are being put into ser- 
vice at a time when rates are falling and overcapacity has be- 
come a serious problem on all the world’s main liner trades. 
NOL would have made a loss in 1984 had it not been for the 

rofit on selling the older containerships; and figures for the 

irst half of 1985 reveal a 75% drop in net profits, to S$1.14 
million. Company officials are not optimistic about the year- 
end result and despite the heavy reliance it has been placing 
on ship sales, NOL is still refusing to follow the example of its 
fellow state-owned shipowner, the Keppel group, by writing 
down the value of its fleet to reflect current market values. 

Through a vari- 
ety of novel financ- 
ing instruments, 
NOL has raised 
about US$165 mil- 
lion in loans, notes 
and cumulative re- 
deemable preference 
shares over the past 
year. Most of the 
money has been 
used to refinance 
existing debt at 
lower spreads, with 
banks and private in- 
vestors confirming 
the company's blue- 
chip borrower status. 
There are signs, 
however, that NOL 
is becoming aware 
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Manila's South Port: domestic ships needed. 
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that its perform- 
ance leaves some- 


a D 7 thing to be desir- 
Wife: | "I E iet ed; the preference- 


share issue reflect- 


ed this, with unpre- 
ut. 


cedented guaran- 
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E di 


I! 
| L ! tees to. the effect 
| that shares will be 
bought back if a di- 
AX vidend is missed or 
Pie |M| a receiver, liquida- 
| tor or official man- 
ager is appointed 
during the five-year 
life of the scheme. 
Across the causeway in Malaysia, the state-owned line, 
Malaysian International Shipping Corp. (MISC), has been 
enjoying a distinct improvement in its profitability, thanks to 
the deployment of the majority of its fleet of highly expensive 
liquefied natural gas (LNG) carriers on the shuttle run be- 
tween Bintulu, in Sarawak, East Malaysia, and Japan. After 
two years of losses, MISC made a profit of US$20 million in 
1984 and the 1985 results are expected to show a further im- 
provement following the deployment of a fourth LNG car- 
rier. 


PHOTOS. WENDY FORDYCE 


sion in Southeast Asia, according to a five-year study 

by the UN Economic and Social Commission for Asia 
and the Pacific. Up to the end of 1983, the fleet had grown 
167% to 1.475 million gross registered tons, reported the ship- 
ping magazine Lloyd's Maritime Asia, largely owing to the 
growth of the cabotage trade to East Malaysia and the forma- 
tion of the new shipping company, Perbadanan Nasional 
Shipping Line (PNSL ). 

Since 1983, PNSL has grown considerably and — to- 
gether with several new foreign joint ventures using the in- 
creasingly attractive Malaysian register — is providing quite 
a challenge to MISC's supremacy in the liner trades. Last 
year, PNSL formed a 50:50 joint venture with Denmark's 
EAC, which has now chartered-in two EAC containerships 
operating a fortnightly service to Australia in competition 
with MISC. PNSL has also bought a 10% stake in EAC's 
trans-Pacific service to the US. However, the East Malay- 
sian business looks as if it has become overtonnaged, with 
PNSL already running one roll-on/roll-off (ro/ro) ferry on 
the route and coastal operator Malaysian Shipping Corp. 
reported to have deployed additional containerships last 
year. 

The Malaysians should spare a thought for the Philip- 
pines, which faces the daunting task of having to invest al- 
most US$250 million to replace its rapidly aging domestic 
fleet. With the aver- 
age age of the fleet 
now in excess of 20 
years, European 
consultants reckon 
that 45 new ships 
will be needed soon, 
along with 10 ro/ro 
ferries. Just who will 
invest this sort of 
money is not men- 
tioned, but the likeli- 
hood of private fi- 
nancing receded even 
further in 1985 when 
the government re- 
fused to extend tax 
exemption and other 
incentives to domes- 
tic shipping. 

— Nick Seaward 


M alaysia's fleet has enjoyed the highest rate of expan- 


13 FEBRUARY 1986 e FAR EASTERN ECONOMIC REVIEW 








Imagine Hong Kong without Hongkong Land 


The name Hongkong Land has been 
synonymous with prime property in Hong Kong 
for almost a century. 


And that is truer than ever today. 


Hongkong Land Property is now one of the 
world's biggest landlords, a position achieved 
by offering only the best range of buildings in 
the best addresses with the best property 
management and value for money. 


These factors make it virtually impossible 
for a company which wants prime office space 
to even consider Hong Kong without 
Hongkong Land. 


For further information, please contact: 
Hongkong Land Property, tel: 5-8428389, 
telex: HX 75102. 


It pays to address yourself properly. 
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‘A hotel in Hong Kong t 


and increases your comfor 
—Introducing 





uts your costs 


loon Hotel's Business Logic 


I is common business 
logic that we should offer the perfect 
equation of Value For Money: 


Location plus comfort, at 
less cost. 


It is logical that we should 
not only offer you business and 
pleasure on your doorstep, but also 
at your fingertips. 

A State of the art Telecentre 
in every room provides each quest 
with pages of local and international 
information at the push of a button, 
including a review of the hotel bill. 


The most appropriate 
business logic however is the price: 
A value-for-money offer no other 
hotel of comparable class can beat. 


Introductory offer: 
25% off from February 16 
to March 15, 1986. 


The Kowloon Hotel puts 
Logic back into Business. 


For reservations please 
contact your travel agent, or: 


* Cathay Pacific Airways 

€ SRS — Steigenberger 
Reservation Service 

* HORIS/ Swissair 

e The Kowloon Hotel 
Tel: 3-698698 
Telex:47604 KLNHL HX 
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The Kowloon Hotel 


Hong Kong 


Managed by 
F The Peninsula Group 
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Design: O. Reutersvärd. 





‘that can be put together any way you 
orm the unexpected. 


ATION IS THE LIMIT. 


j n at others E. label conii 
mo "ve just imagined a Philips system. 
— — — In the world of business communications and information, 
ES » je working to one end: to make our products fit together. 
"~~ Soyou can build up your information management system - 
 — beginning the way you want. 
E And when you need to grow, you simply add on another 
Eo piece - wherever you like. There are no dead ends. 
| adi The result is a concept that breaks both the bounds of imag- 
T ination and the barriers to communication - in all forms. Data, text, 
image and voice. 
Products to keep people in touch and informed. 
From the simplest telephone handsets to worldwide telecom- 
munications, from personal computers to document handling and 
data processing systems. 

















PHILIPS, A NEW DIMENSION IN VOICE, IMAGE, DATA AND TEXT. 


It's all part of our total systems approach which we call 
Sophomation: an open concept which opens up a world of possi- 
bilities in information management. 

When you start thinking of ways to help par pein prow, 
talk to Philips, first. SOPHOMATION: 

We've got more answers than you imagine. ~ papi iid 


PHILIPS, P.O. Box 32.1200 JD Hilversum. The Netherlands. Telephone Int. 31 35 89 91 11. Telex 437 12. 
Telecommunications Systems/Data Systems. 
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Defence '86 

18 to*21 February 1986 
Kuala Lumpur 


Putra World Trade Centre 
Hall 4, Stand C 121 


The twin-engined, 
multi-purpose 
helicopter BO 105. 





o The world's first light twin helicopter 

o Hingeless rotor maneuverability 

O Fiberglass rotor blades 

o 5-6 seats, ample cargo room 

0 Easy loading through clamshell rear doors 
0 Duplicated systems, IFR capability 

0 Full range of optional equipment 

o Worldwide service network 

[1 Nearly one million flight hours of experience 





Partner 
in international 
programs 


For further information please 
contact 


Messerschmitt-Bólkow-Blohm GmbH 
Helicopter and Military Aircraft Group 
Postfach 80 1160 

D-8000 München 80, Germany 


GKL Equipment Pte. Ltd 
Inchcape House, 8th Floor 
450/2 Alexandra Road 
Singapore 0511 
























Magazine and newspaper kiosk: looking to the salarymen market. 
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Cultural imperialism 
of glossy centrefolds 


By lan Buruma in Hongkong 


do who agree with the French 
Minister of Culture Jack Lang that 
the world is being colonised by Ameri- 
can culture, would be horrified by the 
idea of Penthouse magazine in Chinese, 
and Newsweek in Japanese. Penthouse, 
in a less didactic but crasser way than 
Playboy, offers the American view of 
sex; Newsweek is the American view of 
the world. What is left of the subtle 
riental mind, one asks, after it has 
een saturated with Newsweek for the 
news and pictures of dumb Californian 
blondes for entertainment? 

First things first: sex. Both Penthouse 
and Playboy have already been out 
in Japanese for several years. It is in- 
teresting to compare the earlier Japan- 
ese version of Penthouse with the new 
edition that has just appeared in Hong- 
kong. Apart from the title and the West- 
ern centrefold girl, Japanese Penthouse 
looks like a Japanese magazine. (Even 
the centrefold is not quite the same as in 
the Western editions; for pictures have 
been carefully selected to avoid showing 
her private parts. This, incidentally, is 
not true of the Hongkong edition, 
where pubic hair is visible, albeit dis- 
creetly. 

Neither the Japanese Penthouse nor 
Playboy are geared to the frisky male 
professionals in their mid-30s, who con- 
stitute the traditional disciples of the 
"Playboy philosophy" — a cross be- 
tween where to put your money and 
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where to put your private parts. Instead 
they cater to students, from high school 
and university. The rather nauseating 
knowingness: of the Western editions, 
with their heavy-breathing letter col- 
umns and their pseudo-sophisticated 
nudes writhing on satin sheets and 
mouthing the letter O, are replaced by a 
somewhat childish playfulness. 

The Japanese girls are very young, 
very innocent-looking and rather awk- 
ward — an impression strengthened by 
the insistence of Japanese photo- 
graphers to photograph the girls in 
bizarre and highly uncomfortable 
poses. There seems to be a touch of the 
bound-feet syndrome here: women who 
move about comfortably can become 
too physically assertive. The Japanese 
obsession with cleanliness is highlighted 
by the many pictures of girls in baths or 
showers, clumsily wielding the shower 
heads, shooting jets of water straight 
into their startled faces. 

The playful note is provided in the 
kind of pictures showing popular come- 
dians leering at teenage girls in school 
uniforms, which are swept up by 
naughty gusts of wind or comic-looking 
characters with fishing rods to reveal 
bold coloured panties. The overall im- 
pression from the photos and the inter- 
views, also often with popular TV com- 
edians, is that Japan is a country full of 
fun and games. Above all, sex is devoid 
of anything that could possibly be con- 
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strued as threatening to the brittle male 
ego. 

The stories on foreign countries tend 
to convey the opposite impression, 
namely that foreigners, especially Ame- 
ricans, are grotesque and frequently 
dangerous. The more popular features 
one sees time and tinne again are about 
gay transvestites in New York, rioting in 
Northern Ireland, war in Iraq, racist 
gang fights in London, punks in Ham- 
burg and so forth. 


he first Hongkong edition of Pent- 

house is, well, very Hongkong. 
Edited by such local luminaries as Alan 
Zie Yongder, Dick Wong and Candy 
Wu, it is a highly glossy magazine, closer 
to Vogue, or at least the Hongkong 
Tatler, than to the American Penthouse. 
Its art is self-consciously Chinese, a kind 
of Hongkong Chinoiserie, full of dragon 
motifs. It has the look of an expensively 
gaudy Chinese restaurant, the kind of 
thing that appeals to modern Overseas 
Chinese hoping to hang onto their 
"roots." 

The choice of models also has some- 
thing curiously deracinated about it; or 
perhaps it would be kinder to say, cos- 
mopolitan. The main pinup is a half 
European, half Chinese girl called May 
Ling. We are told that her Chinese is not 
much good, but that she loves Chinese 
food. The other girls are dangerous- 
looking American women, snarling 
with sexual aggression, and Japanese 
nudes in the usual uncomfortable poses: 
one innocent Japanese girl rather in- 
explicably squeezes her breasts between 
her high-heeled shoes. 

Like the Japanese Penthouse read- 
ers, the Hongkong Chinese are feasted 
on a bizarre image of the outside world. 
Between an article on medical genocide 
in the US and astory on sex in American 
universities, there is a series of grue- 
some photographs of the war in Af- 
ghanistan. In one picture we see a pri- 
soner being tormented, in another we 
are shown the legs of a corpse sticking 
out of the sand. 

Another interesting thing the 
Chinese and Japanese editions have in 
common is that the heavy-breathing let- 
ters to the editor, entertaining the 
reader with tales of extraordinary sex- 
ual adventures, are all translated from 
the American edition — despite the fact 
that the Chinese and Japanese editors 
invite local readers to come forward. 
Perhaps people in this part of the world 
are too modest. They prefer grotesque 
foreigners to make fools of themselves. 

One can see why glossy magazines 
like Penthouse or Playboy could be very 
successful in local editions. Like the film 
Emmanuelle, a big hitin Hongkong and 
Japan, they are the perfect vehicles for 
genteel voyeurism. One can always pre- 
tend one reads Penthouse for those fas- 
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The best of the Richard Hughes 
columns from 1971 to 1983 





Soft Cover. 184 pages 
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And, besides, the magazines, like the 
film, look so “artistic,” so tasteful, one 
could safely put them right on the cof- 
fee-table. 

The market for Newsweek seems less 
apparent. Certainly it is important for 
Japanese to get a better view of the out- 
side world. After all, they aspire to be 
"international." And it is also true that 
there is a dearth of serious weeklies. But 
there is little evidence that the Japanese 
are interested in foreigners’ views on 
foreign things. People do read Time and 
Newsweek in English, but often to 
polish their reading skills; the content is 
incidental. Japanese are passionately 
interested int foreign views of Japan, of 
course. The last special Time issue on 


ing y stories on the Afghan wa war. Jay 






The editors of the Jag an og Line 
inflight magazine, Winds, appear to 
have the formula right: one half is about 
Japan, written in English by foreigners; 
the other half is by Japanese in Japanese 
about foreigners. 

But the Japanese editors of News- 
week are no fools. While much of the Ja- 
panese edition is translated from the 
American one, the cover story was 
especially written for the J apanese read- 
ers, by Newsweek reporters to be sure. 
And the subject is . . . yes, you have 
guessed it: “How Japan is viewed by the 
world." Added to this fascinating 
foreign view of *we, Japanese" is a spe- 
cial interview with US Vice-President 


We Japanese seen by 
the blue-eyed world 


By Charles Smith in Tokyo 


J apan's publishing world has been 
shaken by two major events, both of 
them foreign-initiated. In mid-January 
the US newsmagazine Newsweek 
launched a Japanese-language edition 
with a fanfare of publicity which in- 
cluded a welcome message recorded on 
video by President Ronald Reagan and 
the attendance of Prime Minister 
Yasuhiro Nakasone at a Tokyo re- 
ception hosted by Katharine Graham, 
chairman of the Washington Post Co. 
which publishes the magazine. 

Almost simultaneously one of the 
oldest and, at one time most successful, 
foreign publishing ventures in Japan 
was experiencing its death throes. The 
last issue of Reader's Digest's Japan edi- 
tion, originally launched in June 1946, 
was mailed to subscribers on 23 January 
as management prepared to fight a legal 
battle with labour over its right to close 
down a company which has been effec- 
tively bankrupt for the past eight years. 

In the view of Ko Shioya, outgoing 
editor-in-chief of the Japanese Reader's 
Digest, there is no real contradiction be- 
tween the two events. He says that the 
monthly Japanese edition was still a via- 
ble publishing venture at the time of its 
death with a "core" circulation of some 
300,000 — the second largest figure in 
the industry for a monthly magazine — 
and healthy support from Japanese as 
well as foreign advertisers. 

The magazine died, or had to be kill- 
ed, Shioya says, because management 
had failed to cope with the problems 
caused by the long decline of the com- 
pany's “parallel” involvement in direct 
mailing of books, records and art repro- 
ductions. This was a tragedy in Shioya's 
view, given the role played by Reader's 
Digest and some other foreign publica- 
tions in supplementing what he sees as 


inadequate coverage of the outside 
world by correspondents working for 
the Japanese media. 

Executives at TBS Britannica, the 
joint venture between the US Encyclo- 
pedia Britannica Co. and the liquor 
manufacturer Suntory, which is publish- 
ing the Japanese version of Newsweek, 
seem undeterred by the fact that 
Reader's Digest had to be wound up in 
the same month that their project was 
launched. According to Takashi Oka, 
Japanese Newsweek's editor-in-chief, 
Reader's Digest's demise is by no means 
an indicator of flagging local interest in 
Japanese-language versions of foreign 
publications. On the contrary, he 
claims, Japan needs such publications 
more than ever today to help it relate Ja- 
panese events to world events and to get 
a sense of the way outsiders see them. 

Oka also feels Japan badly needs a 
serious newsmagazine to supplement 
the “pulp” magazines that dominate the 
weekly press, though he admits it is 
strange that no Japanese publisher has 
ever tried to start one before. The lack 
of serious weeklies in Japan, he argues, 
reflects the "reluctance of Japanese 
dailies to compete with themselves" by 
starting weeklies, rather than any lack 
of interest on the part of the reading 
public. Periodical publishers, including 
Bungei Shunju, the company which 
publishes Japan's most successful 
monthly, have at times considered 
launching newsmagazines but have 
been put off by the cost, Oka claims. 

One of the major problems TBS 
Britannica encountered in launching its 
version of Newsweek was to hit on a 
translation style combining an accept- 
able degree of faithfulness to the origi- 
nal with a distinctive Japanese “news- 
magazine style," but Oka thinks he and 
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| ehave e as a member of he 
"Asian community.” Aside from the 
fact that there is no such thing as an 
Asian community, the last time the Ja- 
panese tried to create one was not an al- 
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his staff i are, at jest on the way to this 
after nearly. two years of painstaking ef- 
fort and experiment. The first test copy 






of the magazine was produced in the 


“tion targeted for early 1985, Oka says, 
but development work took far longer. 
than expected. It was only in the 
summer of 1985 that the editorial 
teams at. TBS Britannica and News- 
week at last came up with a workable 
system. . 

The system which was eventually 
perfected involves a "multi-tier" ap- 
proach — the rough translations made 
by qualified. translators employed 
on à part-time basis, is successively | 
polished and corrected by teams of 
editors and “native checkers.” 
nent US. Japanologist, Prof. Gerald 
Curtis of Columbia University, was re- 
tained to “vet” the result and to advise 
Newsweek's own editors on the stand- 

ards being maintained. Copy forming 
the “back of.the book," including fea- 
tures and arts reviews, receives careful 
treatment because of its higher "idiom 
content” — so much so that this will nor- 
nally appear in Japanese in the week 
ollowing its publication in the US edi- 
tion, instead of 48 hours later, as is the 
case with "front of the book" news 
stories, 





part from translation, the issue of 
E" "local content” seems to have been 
a. tricky one both for Newsweek and for 
TBS Britannica. To begin with, Says 
Oka, it has been agreed that up to 15% 
of the editorial copy in the Japanese edi- 
tion can be commissioned or written in 
"Tokyo but this "could grow" as the 
magazine finds its feet and confidence is 
built-up on both sides. The experience 
of other Japanese-language versions of 
American media certainly suggests that 
a high ratio of original material helps to 
attract subscribers. 
From the point of view of Newsweek 
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surprising i is the view of 
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arts off by calling the Ja- 
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together happy period for Koreans. 


[t Is; REEDS eneoulaeng that Ja- 


compact than that of the international 
edition. Newsweek's president Mark 
Edmiston admits, however, that the 
company decided to some extent on a 
hunch to go ahead with the project after 
being approached by TBS Britannica. 

It would have been hard, if not im- 
possible, to do a full market survey on 
the project given the size of Japan's 
population (around 120 million) and the 
fairly ‘limited circulation (around 
200 000) that Newsweek expects to 
achieve, Edmiston suggests. On the 
other hand, he personally became con- 
vinced that Japan offered a market for | 
translations of foreign media when, as 
marketing manager for Life in the late 
1960s, he managed to sell 400,000 
copies of a special Japanese- language 
issue covering the Apollo moon land- 
ing. 

Edmiston expects Japanese salary- 
men in their mid-30s or above to be the 
main market for the Japanese News- 
d qum "because the ee will 


copies ur the first issue sold out within 
. less than 48 hours of publication). But 
there are fears that young readers may 
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drift away after the novelty value we 
off, according to Oka.. 
Newsmagazines | are not the 
“serious” sector of the publ 
try in which foreign media co 
are now testing their strength in the J 
panese-language market. In Nove Y 
1985 the British newsagency, R 
launched a Japanese-language econ 
mic news service which is transmittec 
via computer terminals to business s 
scribers. Reuter's Ichi Furusawa s 
the Japanese service is designed a 
spearhead to help Reuter enter the n 
financial corporate market which. has 
yet to be reached by its English-lan 
guage video monitor service (a comm 
hensive economic data service which 
Japan, sells mainly to banks). At the! 
count the company had 65 Japan 
language screens “out” with subserth 
or potential subscribers, but this, says. 
Furusawa, is clearly only a start. m 
Reuter's entry into the Japanese-lan- 
guag@economic news business look 
the face of it like a-direct challeng 
Jiji Press, the Japanese agency wh 
specialises in business news and 
distributes Reuter's own internati 
economic service. over its domest 
simile system. Accor 
ter and Jin, however a 
that the two companies are comin 
conflict is a misunderstanding. — — 
The two will continue to work. 
gether, says Chuichi Yone, Jiti's ir 
ing editor. Whether this frien 
existence is an accurate portrayal 
relationship with Reuter is someth 
which outsiders can only guess at. 
Whether or not the Japanese ver 
of Newsweek will attain its circu 
target; and whether or not Reuter 
get sufficient subscribers, the over 
challenge to the entrenched Jap 
media companies is likely to 
tougher as barriers between Japan 
the outside world come down one b 
one. Japanese publishers certain. 
boast the resources to, cope with this - 
new situation but foreign publishers ob- 
viously hope to be. able to teach them 
few tricks of the trade. 
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A$14.95 (US$10.60). 


Aous a chief architect of the In- 
l donesian liberation struggle, and 
the republic’s first president, Sukarno 
was denied his wish to be buried at his 
home in the West Java town of Bogor. 
. Before he died in June 1970, the ailing 
69-year-old had told his many wives that 
near his garden was a stone, bearing a 
5th-century inscription, which he be- 
lieved was a source of mystical power. 
The request was the former leader's 
final confirmation that, despite his re- 
spect for the imported creeds of Islam 
and socialism, he was foremost a 
"^| Javanese. — : 

But at the direction of Suharto, In- 
donesia’s new president, Sukarno’s cof- 
fin was taken to Blitar, in distant East 
Java, and interred beside his mother’s 
grave. Legge, whose classic biography 
of Sukarno has been sensibly reprinted 
with some updating, surmises that 
“Suharto; perhaps, did not wish to es- 
g tablish a place of pilgrimage so near to 
Ec- Jakarta." 

It may seem surprising that anyone 
would wish to pay homage to the dead 
Sukarno, given that he presided over 
the ruination of the economy and drag- 
ged Indonesia into foolish confronta- 
tion with its neighbours. There were 
many reasons, however, and they, 
along with Sukarno's flaws, are clearly 
analysed in this profile of one of Asia's, 
and the world's, most memorable lead- 
ers. 

Zodiac-watchers would understand 
— .| that the mercurial birth sign of Gemini 
— | might cause one to behave as if the 
—— [| greatest crime in life were to be boring. 

For them, Bung (Brother) Karno's 
| flamboyant posturing, and his burning 
- | desire to give Indonesia a place on the 
| world stage, need little further explana- 
tion. Nor do his swings of mood. 

In his autobiography (as told to 
Cindy Adams and quoted by Legge) 
Sukarno himself noted the astrological 
traits of “the sign of the twins .. . I can 
be hard as steel, or poetic... a mixture 
of reason and emotion. . . I put enemies 
E of the state behind bars, yet I cannot 

keep a bird in a cage." 

Things were not 
F Sukarno's "political" biographer who 
n had to reconstruct Bung Karno's life 
| | and times and then answer crucial ques- 
— | tions: what was Sukarno's role in the in- 
- |. dependence movement? What was his 
- | ideology and what did it evolve into? 
| Did he collaborate with Japan's occupa- 
tion force, or use it to push Indonesian 
nationalism? And of course the matter 
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- | Indonesia's flawed hero 


Sukarno, A Political Biography by J. D. Legge. George, Allen and Unwin. 


which is still controversial in Indonesia: 
did he condone those elements from the 
armed forces and the Communist Party 
of Indonesia (PKI) who tried to stage 
the coup of September 1965? 

On the question of what kind of man 
Sukarno was, Legge, interestingly, has 
some common ground with the as- 
trologically minded, concluding that he 
was not a revolutionary, as thought by 
many Indonesians, most of the world 
community and himself, but a conserva- 
tive, acting in accordance with a pre-de- 


Sukarno campaigns in the 1950s: silver tong 








termined pattern. The reason lay not 
with the planets, however, but in 
Sukarno’s own culture. 

“It is doubtful whether he really 
wanted a radical restructuring of the so- 
cial order,” Legge writes, “for all his 
talk of continuing revolution he had no 
real conception of class conflict or of 
fundamental change.” And again: “The 
Indonesian identity which Sukarno was 
concerned to establish was, it would 
seem, a Javanese aristocratic identity . . . 
even though the aristocracy was no 
longer an aristocracy of blood but an 
elite forged in the struggle against the 
Dutch.” 


o it is ironical that Sukarno, whom 
Legge judges to be innocent of in- 
volvement with the coup, was supplant- 
ed with the barest of formalities by army 
veterans of the anti-Dutch struggle. 
And that a military-dominated elite 
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holds tight the reins of power in modern 
Indonesia. That this elite, notably Presi- 
dent Suharto and his wife, has worked 
hard to prove its aristocratic lineage 
shows that Bung Karno's hoped-for 
shift of emphasis has not quite 
materialised. 

But at least the white colonialists 
have gone, and the New Order govern- 
ment has, since 1980, been willing to 
publicly acclaim Sukarno's efforts to 
that end. A statue of him with his cauti- 
ous colleague Dr Hatta now attracts 
sightseers to Proclamation Avenue in 
Jakarta, while his grave at Blitar has 
been upgraded. However, Indonesia's 
neighbours are not even lukewarm 
about his memory. In Australia, for in- 
stance, he is still regarded as an ogre. 
Yet new readers of this history could not 
but admire many of Sukarno's actions. 


Sukarno was born into Java's aristo- 
cratic priyayi class in 1901. Although he 
later claimed that 6 June, the double six, 
was supremely lucky, his childhood was 
ordinary enough. A main influence was 
the family servant Sarinah whom he 
would later idealise as a symbol of In- 
donesian womanhood. He even built a 
huge department store and named it 
after her in Central Jakarta. As imprac- 
tical as most of Sukarno's projects, the 
Sarinah complex was too expensive to 
appeal to the common people. 

After studying under his teacher- 
father, the boy was given intensive 
Dutch lessons for two years, then sent to 
a colonial school. His father had to lie 
about his age to secure admission. In 
1916 Sukarno moved to the city of 
Surabaya, "the crucible of nationalist 
thought and action," and lived in the 
house of the central figure of Indo- 
nesian nationalism, Tjokroaminoto, 
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whose organisation was Islamic-based. 
So began the teenage Sukarno's politi- 
cisation. 

He became an avid reader, absorb- 
ing the works of European philoso- 
phers, including Marx, as well as the 
great American republicans. *As he 
moved about the streets of Surabaya he 
identified himself with Washington and 
Abraham Lincoln." Equally important 
was his discovery that “there was drama 
to be found not only in his books but in 
the real world surrounding him." Al- 
though only an observer of Tjok- 
roaminoto's circle, he noted the evils of 
faction-fighting and the necessity for 
unity, so laying the seeds of his later 
striving to weld together such disparate 
elements as Islam, Marxism and the na- 
tion's ethnic diversity. 

He said he was at once a nationalist, 
Muslim and Marxist — “Sukarno is a 
mixture of all these isms" — referring to 
himself in the third person, a curious 
psychological trait. Sukarno recalled 
that his “burning desire to set my people 
free was beyond mere personal ambi- 
tion . . . It filled my nostrils; it coursed 
through my veins . . . It was more than a 
duty... Forme it was a — religion." 


A 'boseh shy and self-conscious in 
small groups, Sukarno became a 
fiery orator in public, earning the title 
"Lion of the Podium." Speeches were 
peppered with foreign words and his ad- 
vocated strategy of non-cooperation with 
the Dutch hit a responsive chord with 
the masses. Arrest in 1930 improved his 
credentials further, with his self-de- 
fence speech lasting two days and run- 
ning the gamut of nationalist thought: 
“Indonesia’s future appears now only as 
an aura, beautiful as the approaching 
dawn . . . like the far off music of the 
gamelan on a clear moonlit night." His 
propaganda victory ended with a four- 
year jail sentence. 

But by late 1931 Sukarno was back 
yn the streets, sad to find nationalism in 
‘disarray. How he rebuilt the movement, 
despite serving a further five years in 
prison, mostly in banishment outside 
Java, is the core of Legge's book and in- 
tegral to it are Sukarno's dealings with 
the Japanese occupiers. 

Unlike his well-travelled colleagues 
Hatta and Sjahrir, Sukarno did not see 
Japanese imperialism as an extension of 
European fascism. The Axis powers 
were not a greater threat to Indonesian 
freedom than existing Dutch col- 
onialism, but a catalyst to changing the 
power structure. Japan was the enemy 
which could be used for Indonesia's pur- 
poses. 

This belief did not stop Sukarno suf- 
fering greatly from the necessity to com- 

ly with Japan's order to provide free 
abour for imperial projects in South- 
east Asia. It is estimated that over a 
quarter of a million Indonesian 
Romusha were sent overseas, and that 
only about 70,000 of them ever re- 
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turned. Such actions branded Sukarno 
as a collaborator in the eyes of the 
Dutch, and others. Legge handles the 
subject with finesse and honesty. 

Sukarno's role in post-war Indonesia 
was the second, and best-known, phase 
of his life and the most complicated. As 
a self-appointed master puppeteer, in 
the Javanese tradition, he guided the 
country through diverse challenges — a 
CIA-sponsored regional rebellion and 
the 17 October Affair of 1952 when 
armoured cars and tanks joined a dem- 
onstration and trained their guns on the 
presidential palace. Sukarno emerged 
to greet the threat and his silver tongue 
convinced the protesters to disperse. 
When he knew trouble was brewing he 
took off on a grand world tour. He en- 
joyed Disneyland as much as being 
feted by the communist bloc. 

Legge concludes that Sukarno did 
not preside over a dictatorship, because 
this would imply great concentration of 


Anti-Sukarno demonstrators in 1966: Javanese 


power, whereas "In Indonesia power 
was widely diffused, even to the point of 
frustrating proper authority." Further, 
his regime was not a harshly coercive 
one. “House arrest was not uncommon 
but the imprisonment of political oppo- 
nents was the exception rather than the 
rule." Recent trials in Jakarta suggest 
that this Sukarnoist legacy has gone the 
way of his less desirable ones. 

Another legacy, back in the news be- 
cause of the presence of 10,000 Irian 
Jayan border-crossers in Papua New 
Guinea, is Indonesia's incorporation of 
the last Dutch foothold, West New 
Guinea. There is no doubting Sukarno's 
sincerity in believing that, as the succes- 
sor to Holland, Indonesia rightly owned 
the territory. It was odd, however, that 
he was so little concerned about the po- 
sition of the local Melanesians. To 
them, his struggle for national unity 
amounted to the kind of big-power im- 


perialism which he was so fon# of de- 
nouncing. 

Unlike most of his life, Sukarno `s de- 
mise lacked panache, his role as the 
"central actor of the Theatre State" 
clearly having had a corrupting effect. 
While he still tried to conceal his spread- 
ing waistline with immaculate clothes, 
his conciliatory politics proved to be un- 
workable. The notion of a “continuing 
revolution" was ill-suited to his im- 
poverished nation and the “Confronta- 
tion" campaign against Malaysia, a state 
created by — "Neo-Colonial Im- 
perialists," was lunacy. 

By 1965, the year he fell, Indonesia's 
foreign debt had reached US$2.4 billion 
(huge for that time) and the PKI was at 
loggerheads with most of the military 
and Islam. 


he Javanese volcano erupted when a 
group of top army officers were ab- 
ducted and executed beside a well known 


d 
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cano erupted. 





as the Crocodile Hole, now a sacred site 
for the New Order government. The coup 
attempt, which many people, including 
Legge, say might have been averted by 
the military, provided the ideal chance 
to oust the Father of the Nation. 
Legge's lines read like an epitaph: 
“There is a temptation to view 
Sukarno's career in classically tragic 
terms — the idealistic leader who was 
corrupted by power or betrayed by the 
fatal flaw of his own pride. But it might 
be said that Sukarno's closing years of 
his presidency were years when he was 
most clearly standing by principle . . . he 
refused to deny the place of communism 
in the consensus he had always sought. . . 
though it led, in the end, to the picture 
of a pathetic sick old man, shut away 
from the world he loved, kept under 
constant threat of trial for his involve- 
ment in the coup, but for the most part 
ignored." — Robin Osborne 
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South Korea regroups its forces after a tough year 


Seoul goes for growth 


By Paul Ensor in Seoul 


Sun Korea has finally eased the 
screws of its credit squeeze. The 
economic picture has changed over the 
past 12 months, disappointing planners 
with stagnating exports and a string of 
company failures which have bled the 
banking system. According to financial 
sources, more than half of all loans ex- 
tended last year went to shore up trou- 


bled companies, notably in overseas 


construction and shipping. 

A slowdown in exports, which ac- 
count for roughly half of all economic 
output, helped to expose the country’s 
structural problems in disturbing clar- 
ity. However, recent developments 
overseas have been encouraging: falling 
oil prices and lower international in- 
terest rates, plus the revaluation of the 
yen, are likely to improve dramatically 
South Korea’s external situation. The 
government is counting on.these fac- 
tors, along with an unashamedly re- 
flationary policy at home — in contrast 
to the tight, anti-inflation tactics of the 
early 1980s — to rekindle faltering eco- 
nomic growth. 

Through much of 1985, businessmen 
attacked the government's austerity ap- 
proach, which dried up their access to 
borrowing. While most agree that the 
country needs more investment to 
stimulate growth and cope with rising 
unemployment, both sides accuse the 


. other of causing the slowdown:eWhat- 


ever has been the case, the "stabilisa- 
tion" policies have thus far achieved 
their main goal: beating back the run- 
away inflation of the 1970s. But they 
have failed to wean companies from 
their dependence on borrowing. 

The central figure in the cabinet, re- 
shuffled in January, is Kim Mahn Je, who 
has moved from his post as minister of 
finance to take the post of deputy prime 
minister and minister for economic plan- 
ning. Kim is typical of the technocratic 
mould of economic policymakers, with 
his US doctorate in economics and long 
experience as president of the govern- 
ment's economic think-tank, the Korea 
Development Institute (KDI). 

Kim has a reputation for resilience 
and under him the Economic Planning 
Board (EPB) is likely to take a stronger 
role as coordinator of other ministries. 
In recent press statements, Kim and his 
successor in the Ministry of Finance, 
Chung In Yong, have stressed the need 
to boost growth through greater invest- 
ment, especially by the country's long- 
neglected small and medium-sized com- 
panies. 
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growth booster needed. 


EPB officials agree that the ministe- 
rial changes are being accompanied by 
policy changes. As vice-minister Moon 
Hi Gap told the REVIEW: "While the 
basic policy of stabilisation must be 
maintained, since the arrival of the new 
deputy prime minister we started to feel 
that investment incentives had been 
undermined and that we had to make 
some changes to improve this.” 

Key to this policy will be the expan- 
sion of loans to business, particularly 
aimed at small and medium-sized com- 





Construction; Kim Mahn Je: 





panies, which will re- 
ceive a 26% increase in 
their allocation, and export-facility 
loans which will more than double to 
Won 1 trillion (US$1.1 billion) in 1986. 
Indeed, in one of his first policy moves, 
Kim announced the postponement of a 
number of major infrastructural pro- 
jects in favour of chanelling funds to 
help a strong rebound in investment by 
the private sector. 


j e» change in lending patterns which 
started in the second half of last 
year is already having a marked effect 
on financial markets. In the first 10 
months of 1985 loans and discounts by 
the major commercial banks had risen 
18.7% compared to 12.3% in the entire 
previous year. An increasing share of 
these new loans were marked as “con- 


cessional" — bearing a 10-11.5% in- 
terest rate, rather than 11-12.5% ac- 
cording to the government-regulated 
system; concessional loans rose by 
18.6% through 1985 compared to 
10.3% in the previous year. 

The growth was more marked 
among government-invested banks, 
such as the Korea Exchange Bank, 
which during the first 10 months of 1985 
saw its loans and discounts rise by 
36.5% compared to a 23.3% rise in 
1984; over the same period, Korea 
Development Bank's loans 
rose 14.3% compared tı 
10.4% in 1984., Comments 
coming from the new fi- 
nance minister and - gov- 
ernor of the Bank of Korea 
(the central bank) indicate 
that the same kind of growth 
will continue in the near fu- 
ture. 

This growth of bank lend- 
ing has had dramatic effects 
on the rest of the financial 
sector. A year ago the gov- 
ernment was encouraging 
companies to turn away from 
the banks and switch to short- 
term financing, which is more 
subject to market, rather ad- 
ministrative trends. “Now we 
have a situation which is basi- 
cally the reverse of last year," 
says Kim Tae Kwon, adviser 
to Ssangyong Securities. The 
short-term lending institu- 
tions are turning deposi 
away because of a dearth ot 
lending opportunities — a 
year ago companies were 
fighting for short-term funds. 
The assets of investment and 
finance companies, which had grown by 
66% in 1984, grew by a mere 0.5% in 
the first 10 months of 1985. Bond issues 
are slowing, and interest rates on bonds, 
also government regulated, but more 
subject to market pressure from the 
banks, fell on 27 January for the third 
time in six months. Foreign banks, 
which had also benefited from the 
freeze on increased local lending from 
domestic commercial banks, report a 
marked slowdown in their lending ac- 
tivities. 

Behind this concern for greater in- 
vestment is a. deepening worry about 
unemployment, and a realisation that 
apart from a few vibrant areas such as 
electronics and cars, the broad spread of 
South Korean industry is either in cycli- 


dv 
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cal decline or just holding its own on the 
world market without moving into 
higher-quality areas. (Prominent in the 
latter category are textiles and foot- 
wear, for long the mainstays of the ex- 
port drive.) According to estimates by 
the Federation of Korean Industries 
(FKI), production in certain problem 
areas such as textiles and leather actual- 
ly fell last year, while overall growth in 
manufacturing was a mere 3.5% com- 
pared to 15.5% in the previous year. 
FKI expects the rate to almost double to 
6.7% in 1986. 

Aside from their complaint at being 
starved of credit, businessmen give a 
number of reasons for the slowdown in 
investment in 1984 and 1985, mainly re- 
lated to worries about the economy and 
political stability. Another important 
reason is the high level of excess capa- 
city still dogging some industries as a re- 
sult of the optimistic investments of the 
1970s. Much of the equipment in this ca- 
sacity is now quite outdated, which has 

-provided another dilemma for mana- 
gers worried about new investment. 

Academics and government officials 
who have supported and administered 
the stabilisation policies of the past five 
years feel that businesses are still trying 
to get over inflationary expectations 
built up during the past. “In the past 
businesses thought nothing of investing 
because their money would be worth 20- 
30% less in a year's time,” says Koo 
Bohn Young, senior counsellor to the 
deputy prime minister. *Now they have 
to look at money in a completely differ- 
ent way." 

Despite a more than doubling of 
funds for public-works projects planned 
in the 1986 budget (REVIEW, 19 Dec. 
'85), there seems little likelihood that 
the old predilection for property specu- 


lation will resurface with the loosening | 


of credit. A combination of punitive 
taxes imposed over the past few years, 

d a huge glut in office space around 
Mou which has left many shiny new of- 
ice blocks half empty, has dampened 
interest in this avenue of investment. 
Housing prices and rents in Seoul were 
Stagnant last year, while office prices 
and rents dropped by 20% on average. 
Among the reasons for the recently bul- 
lish tone of the Korea Stock Exchange 
was the unattractiveness of property at a 
time of increasing overall liquidity. 

Among the government’s restric- 
tions on speculation are controls on 
lending to companies with large 
amounts of undeveloped land. Unused 
land is also subject to a higher tax than 
developed property. Capital gains taxes 
of up to 50% are imposed on those who 
sell a house other than their own resi- 
dence and land records throughout the 
:ountry have been computerised to im- 
drove tracking of transactions. 

South Korea's antiquated financial 
sector is another cause of the invest- 
ment slowdown. While large and small 
‘irms accuse each other of absorbing too 
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much xal the banks find their ac- 
tions are more subject to changes in 
government policy than to altered mar- 
ket conditions. Government's attempts 
to reform the financial sector are con- 
tinually undermined by the pressing 
needs of an economy addicted to stop- 
gap measures. The latest of these has 
been the boosting of investment 
through increased lending by commer- 
cial banks to target areas: export-re- 
lated facilities, and small to medium- 
sized companies, for example. 


he confidence about external 

changes which will favour the econ- 
omy seems well founded, however. The 
won's precipitous fall against the US 
dollar last year brought its value against 
a basket of currencies down a full 17% 
— a much sharper drop than was the 
case in either Taiwan or Hongkong. 

This should improve South Korea's 
edge against these other newly indus- 





trialised Asian competitors. Export or- 
ders in a number of areas, notably ships 
and electronics, are already rising. 

The won has fallen against the yen by 
20% since November, and South Ko- 
rean exporters are optimistic about the 
effect this will have on their competi- 
tiveness in other markets, particularly 
the US, where they actually lost ground 
to the Japanese in electronics due large- 
ly to currency fluctuations in 1985. 

According to KDI’s estimates, the 
yen revaluation (taking into account the 
much higher bills importers will pay for 
Japanese capital goods) will mean an 
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additional US$100 million on the plus 
side of the balance of payments, and 
contribute 0.4% to annual gfoss na- 
tional product growth. If interest rates 
fall as expected, each percentage-point 
decline will cut US$300-400 million 
from the country’s annual invisible out- 
lays. 

" Falling oil prices could be the best 
news of all, cutting back on imports — 
which fall around US$150 million a year 
for each dollar change on the price of a 
barrel of oil — and through the expect- 
ed increases in exports due to the rise in 
world trade a fall in oil prices would 
likely promote. Under KDI’s brightest 
scenario, if oil prices fell US$5 a barrel 
during 1986, the country's balance of 
payments would benefit by US$900 mil- 
lion. 

Following such a difficult year 
for the South Korean economy, 1986 
— with all of its promise on the ex- 
ternal side — may prove to be a deci- 
sive year for Seoul's 
technocrats. They must 
now reflate without re- 
kindling the inflation 
they have ably put to 
rest. Among their am- 
bitious targets is holding 
the rise in consumer 
prices to 3% (the same as 
last year), with the 
broadly defined M2 
money supply rising at 
12-14% — around the 
same as in the second 
half of 1985. 

They must engineer a 
reflation that will offset 
the very serious struc- 
tural problems revealed 
during the past year. If 
1986 proves to be another 
hard year, the problems 
already showing — un- 
employment, troubled 
companies and an in- 
creasingly overextended 
banking sector — could 
worsen with dire conse- 
quences. Economic is- 
sues could become more 
politicised, as they did in 
1985 as students demonstrated against 
US protectionism and debated the jus- 
tice of an economic system geared so 
highly to maintaining external balance, 
while apparently sacrificing internal 
harmony. 

The signs are that reflation at home 
and higher competitiveness abroad are 
working, with most indicators rising 
through the latter half of the year as ear- 
lier measures begin to take effect. 
Growth is coming, but at the expense of 
some past goals. The restrictions of the 
past were aimed at creating a leaner, 
less credit-hungry corporate sector, and 
a more market-oriented financial sec- 
tor. The opening of the floodgates of 
credit to stave off disaster will do 
neither. a 
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The workless ethic 


Worries over unemployment make rapid growth urgent 


d bei the towering new corporate 
headquarters of South Korea's 
major business groups in Seoul's Nam- 
daemun district, Choi Suk Il, now re- 
tired after a career in middle manage- 
ment at a bank, sips his coffee in a fa- 
vourite teahouse. "This place has be- 
come so busy of late," he complains. 
“Full of people waiting for something to 
happen." 

Around him middle-aged men sip 
their drinks, smoke and make tele- 
phone calls. The one public telephone 
in the house rings frequently and the 
waitress calls out the name of another 
regular. Small-time salesmen and the 
like have always used teahouses^as sur- 
rogate offices, but according to Choi, 
increasing numbers in his refuge are 
looking for work, hoping the next call 
will be from an old classmate or family 
connection with an offer. 

While most observers agree that 
South Korea's unemployment has risen 
because of the slowdown in the econ- 
omy last year, it is hard to pinpoint the 
dimensions of the problem. According 
to government figures, the unemploy- 
ment rate rose slightly, from 3.8% in 
1984 to 4% in 1985. However, due to 
differences in information-gathering 
methods, the percentage may be al- 
most twice as high in US or European 
terms. 

South Korea follows International 
Labour Organisation standards, and in- 
cludes in its employed labour force peo- 
ple who work at least an hour a week, as 
well as non-wage earners. Thus, a rise in 
underemployment — or workers going 
onto a shortened week — would go un- 
noticed. Some 48% of South Korea's 
Workforce do not receive a wage — they 
include those working in family con- 
cerns, especially in farms — compared 


to 6.2% in the US and 26% in Japan. 

Adding to the range of possible 
statistical error is the lack. of an in- 
stitutionalised registration system for 
the unemployed because there is no sys- 
tem of benefits. Finally, there are cul- 
tural reasons: the men in the coffee 
shops maintain a semblance of work. 
Some are even lent spare desks, offices 
and telephones by sympathetic friends 
and relatives to conduct their job 
searches, but few will admit that they 
have no work. At the same time, com- 
panies are under enormous pressure not 
to admit to layoffs which would tarnish 
their public image. When Daewoo laid 
off around 20% of its shipyards’ work- 
force last year, it said it was only cancel- 
ling short-term contracts at a higher rate 
and employing new people on a longer- 
term basis. 

When the economy showed signs of 
slowing last year, many economists be- 
came wary: according to most calcula- 
tions, the economy must grow at 6-7% a 
vear to absorb newcomers to the labour 
force. Growth slipped to around 5%, 
and cyclical downturns in labour-inten- 
sive industries such as overseas con- 
struction and shipbuilding worsened the 
picture. 


dding to the problem has been the sud- 

den and recent influx into the labour 
market of graduates with high career ex- 
pectations. Bad planning by the govern- 
ment when university enrolments were 
almost doubled in 1981-82, helped to 
create the problem. Expansion of uni- 
versities meant that in 1984 there were 
18.4 students for each 1,000 of the popu- 
lation — higher than the ratios in Japan 
and West Germany. In 1982, 62,688 stu- 
dents graduated from colleges and uni- 
versities, in 1985 118,484, and the 


| PPUOUNENCLOGFUR -DULIETOSGECUOON 
number is projected to grow further to 
135,000 this year. 

Meanwhile, their rate of employ- 
ment has fallen from 83.9% in 1982 to a 
projected 61.1% in 1986. For some, 
such as those trained as teachers, the de- 
cline in opportunities has been sharp — 
only 47.5% of those with teaching de- 
grees graduating last year found jobs, 
compared to 87.1% in 1982. 

To Park Se Il, a professor of econo- 
mics at Seoul National University, these 
graduates (members of South Korea's 
"baby-boom" generation, born after 
the 1950-53 Korean War) face a unique 
problem. *The problem of unemployed 
graduates is a problem of lowered ex- 
pectations — economic and political — 
at a time when the general level of infor- 
mation about what they are missing is 
very high," he said. 

Not only is there an oversupply of 
labour but the demand for it has also 
slowed. During 1972-76, a percentage- 
point rise in gross national product wag 
estimated to generate a 0.47% increas¢ 
in employment, but by 1977-84, the rate 
had fallen to 0.27%. This has been 
blamed on increasingly high levels of 
capital intensity within industry, and a 
shrinking traditional, agricultural sec- 
tor. 

The government’s approach to the 
problem will be a reflection of the gen- 
eral plan for 1986: growth at all costs, to 
avoid the disappointments of the pre- 
vious year. According to Economic 
Planning Board vice-minister Moon He 
Gap: “We believe that if we achieve 
growth through a boost in exports we 
can lower the unemployment problem.” 

Moon, who sits on the Employment 
Policy Council, which was founded in 
November to deal with the unemploy- 
ment problem, listed a number of mea- 
sures aimed especially at agriculture, 
small and medium-sized companies and 
regional development. He pointed to 
the government's general approach fc 
the year which will be to increase func 
available *to companies for investment 
and to infrastructure projects from Won 
3 trillion (US$3.4 billion) in 1985 to 
Won 3.5 trillion in 1986. 

It seems unlikely that these measures 
will be any more effective in the long 
run than similar public job-creation ef- 
forts in other countries — unless the 
economy does indeed begin to move 
faster. Because of the unemployment 
issue as much as any other, the govern- 
ment is in a hurry for growth. 

Since the beginning of the country's 
fast development, jobs, however menial, 
have been available to most, what- 
ever political and social constraints they 
have been forced to tolerate. For a gov- 
ernment with perennial national-secu- 
rity worries, keeping the population at 
work has been a very important goal. 
Thus, while unemployment remains 
more hidden than in other countries, it 
is an issue of utmost concern. 

— Paul Ensor 
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i By Paisal Sricharatchanya in Bangkok 


| f*oming as it did during an economic 
| Wf downturn, the timing of the recent 
Thai tax package (REVIEW, 6 Feb.) 
could not have been more opportune. 
Despite increases in some areas, the re- 
_ ductions in personal-income and corpo- 
| rate taxes left the impression that the 

| burden of ordinary wage earners and 


|  Butthe result is likely to be limited in 
Y . real terms. The government announced 
.| that the package was designed to stimu- 
_ | late economic activity and lead to more 
| ‘equitable income distribution. Business 
| leaders, while welcoming the cut in cor- 
| porate income tax from 40% down to 
| 35%, contended that it will only have a 
| marginal impact in generating new in- 
i vestment in what is already an un- 


| favourable climate. (The tax rate for 


E | 
.| MARKETS 


.| By Anthony Rowley in Kuala Lumpur 
nel D iscussion on a possible separation of 
| the traditional link between the 
= | stockmarkets of Singapore and Kuala 
_| Lumpuris intensifying as the aftershock 
— | of the Pan-Electric Industries collapse 
. | and the arrest of Malaysian buginess- 
| man and politician Tan Koon Swan con- 
| tinues to reverberate through both 
.| centres. The link, it is being argued, has 
-| proved to be of more benefit to finan- 
3: Ea astute manipulators of the two 
_ | markets than to investors at large. 
| The Pan-El affair and the expo- 
_ | sure of huge amounts of share forward 
- | contracts and buy-back deals associated 
I with Pan-El and other groups has also 
| given fresh urgency to the linked ques- 
| tion of reforms in capital-market regula- 
| tion in Kuala Lumpur, as well as Singa- 
| pore. 
Broking sources in Singapore say 
— | that some “new ruling" on the link be- 
.| tween the two exchanges may come 
| quite soon. But opinion there seems to 
_| be sharply divided on the merits of any 
| split. Malaysian sources, which first 
bi suggested that the link be re-examined, 
| seem surprised that Singapore may 
| seize the initiative. 
^| Malaysian advocates had in mind end- 
| ing the situation where in effect 
.| the Singapore tail has been wagging the 
Kuala Lumpur dog, so far as speculative 
share dealing is concerned. Malaysian 
.| entrepreneurs, they say, were able to 
| punt freely in speculative Malaysian 
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he small picture 


| Thai tax changes are unlikely to alter the broad economy 
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companies listed on the Bangkok stock 
exchange remains at 30%.) 

The government expected to offset 
the loss of revenue from the tax cuts 
with increases in other areas, generating 
a net gain of up to Baht 618 million 
(US$23.2 million). Originally it was fi- 
gured that the package would add Baht 
2 billion to overall revenue. Given a re- 
venue shortfall which may be more than 
Baht 10 billion larger than expected — 
the result of shrinking corporate earn- 
ings and stagnant business activities — 
neither figure would make a big dent on 
the budget deficit. 

The changes, therefore, are unlikely 
to alter the broad economic scenario in 
1986 by any marked extent. The Bank 
of Thailand (BoT, the central bank) had 
earlier projected a 4.2% growth rate for 


|| You go your way... 


_| Singapore may loosen its stockmarket link with Kuala Lumpur 


stocks quoted on the Stock Exchange of 
Singapore (SES) using credit sucked out 
of the banking system there by massive 
forward-contract deals. 

Meanwhile, Singapore brokers hurt- 
ing from their involvement in Pan-El- 
linked forward contracts which have 
gone bad, claim that it is the issue of 

uge amounts of “junk paper” by Ma- 
laysian companies that made the whole 
exercise possible. Malaysian sources 
note in turn that the main problem com- 
panies so far have been in the Singa- 
pore-based Pan-El stable (Growth In- 
dustrial Holdings and Sigma Interna- 
tional). 

One broker told the REVIEW: “The 
thinking here [in Singapore] is that the 
[Malaysian] Capital Issues Committee 
IE has been rather lax. They have al- 
owed a lot of junk paper to be listed on 
the Kuala Lumpur Stock Exchange 
[KLSE] and there has been more or less 
automatic listing of this in Singapore. 
To solve the problem, we have to be 
more selective." 

He claimed that the SES looks more 
closely at factors such as a company's 
management record and financial 
criteria than does the CIC before allow- 
ing a stock to be listed. Singapore, he 
said, needs to concentrate more on the 
“quality rather than quantity" of paper 
listed on the SES in future. All of these 


questions have been “thought through - 
by various people in Singapore," the - 
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this year (REVIEW, 2 Jan.). According 
to a senior BoT economist, the projec- 
tion had taken into account the likely 
implementation of this tax package; 
thus, there was no need to revise the 
growth forecast. | 
Proposed by Finance Minister Som- 


mai Hoontrakul, the package was ap- 


proved in principle by the cabinet on 21 


January, and came into effect 10 days 


later. 


Some of the changes had long been 
contemplated, but were held off for po- 
litical reasons. Perhaps the most con- 
tentious aspect was the adjustment to 
the petroleum-tax structure, a move 
most government economists viewed as 
long overdue. The decision in effect 
would do away with the long-standing 
subsidies on various prodyicts, particu- 
larly diesel and liquefied petroleum gas 
(LPG). Exact details have yet to be 
announced but some Bangkok news- 
paper reports said the excise tax o. 
the two items were to be raised by near- 
ly 200% and more than 500%, respec- 
tively. 
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Daim: market-boosting tactics. 


broker said, adding: “Don’t be too sur- 
prised if they come out with some new 
ruling soon.” 


Ace Singapore broker noted, 
however, that a split ^would affect 
market liquidity on both sides and 
would make it more difficult for over- 
seas institutions to buy and sell. This 
would be a serious setback." Overseas 
buyers rely on Singapore for market 
liquidity in both local and Malaysian 
stocks. Any split would have to be com- 
plete rather than partial. “This is politi- 
cally sensitive," he added. 

A source close to the Malaysian cen- 
tral bank, Bank Negara (BN), indicated 
to the REVIEW that any move affecting 
the relationship between the two 
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Past subsidies had led to a severe dis- 
tortion in the consumption pattern, as 
consumers who originally used more ex- 
pensive petrol turned en masse to 
cheaper diesel and LPG. Virtually all 
taxis in Bangkok are now gas-powered 
while the bulk of transport vehicles use 
diesel. Meanwhile, gas has become a 
common cooking fuel in nearly every 
household in Bangkok and country 
towns. This meant more imports of 
these products, which further under- 
mined the country’s balance-of-pay- 
ments position. 


S ince oil prices directly affect the live- 
lihood of the masses, they have long 
been a sensitive political issue here. A 
diesel-price increase in 1979 was partly 
blamed for the then Kriangsak Choma- 
nan government’s downfall. Sommai 
proposed the oil-tax restructuring as 
art of last April’s tax package, but it 
- dropped (REVIEW, 18 Apr. '85). 
So rather than raising diesel and 
LPG prices in line with the latest tax in- 
crease — and risking a political backlash 
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SE: shattered by scandals. 


stockmarkts would have to be a matter 
for government consideration on both 
sides — but he did not deny that the 
matter was currently being examined. 
Malaysia's first priority is to restore 
confidence in the KLSE, which they 
admit had been shattered by the for- 
ward-contract scandals. The extent to 
which individual entrepreneurs and syn- 
dicates have used the linked markets on 
both sides of the Causeway for what are 
politely termed “financing transac- 


tions" has come as a shock to Malay- 
sians as well as outsiders. “We have all 
learned a lot of lessons," an official 
source commented. 

The words of former Malaysian fi- 
nance minister and head of Sime Darby, 
Tun Tan Siew Sin, utttered after the 
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— the government opted for other 
means to curb usage. These included a 
four-fold increase in the registration 
fees of all vehicles using the two pro- 
ducts (except taxis, the Bangkok bus 
fleet and large trucks) plus a business- 


‘tax increase from 5% to 995 on the sales 


of diesel'engines (except those used in 
agriculture and fishery). 
Not surprisingly, 


these moves 


sparked a storm of protest from trans- 


port operators and some car-makers. 
The new charges will inevitably inflate 
the costs of agricultural produce and 
consumer goods, currently transported 
by a massive fleet of diesel-powered, 10- 
wheel trucks plying all corners of the 


-kingdom. It has also put into doubt 


a Board of Investment plan to promote 
diesel-engine production here. 
Less controversial was the withhold- 


ing-tax increase on interest from bank 


deposits from 12.5% up to 15% This, 
too, was originally included in last 
April’s tax package but was dropped. 
The Finance Ministry wanted an in- 
crease to 17.5%, but in what is seen as a 


stockmarket crash in 1973 
that the “stock exchange 


making sound, long-term in- 
vestments,” are being recall- 
ed in some quarters. “Any 
departure from this principle 
can only result in badly 
burned fingers eventually," 
noted Tan. His words have 
"proved prophetic: the Pan-El 
debacle has burned stock 
manipulators, brokers, banks 
and small investors alike. 
Tan's  elder-statesman- 
like utterances about the 
market are hardly felt to 
be matched by the market- 
boosting tactics of current Fi- 
nance Minister Daim Zainud- 
din. Daim's own connections 
"with the business world and 
with numerous entrepreneurs 
involved in more speculative 
stockmarket deals have not 
earned him a reputation for 
lofty detachment from the market- 
place. 

Neither have his exhortations to in- 
stitutional investors to support the mar- 
ket, whatever the motivation. One 
Hongkong fund manager commented 
recently at a semi-public seminar that if 
Daim feels obliged to advise investors 
that the market is cheap, he has an equal 
moral obligation to advise when it is 
dear. Better still, ministers should not 
make such pronouncements at all, he 


BERNAMA 


added. 


Daim has also brought control of the 
stockmarket more under the wing of his 
own ministry. The CIC, which is the 
chief body charged under the Securities 
Industry Act with legal powers to police 
the market, is now under the chairman- 


should be used as a means of 


"compromise" to those who weuld be 
affected, the cabmét opted for 1575. 
Since the issue had been publicly de- 
bated for a long while, there was little 
adverse reaction from banks. 

One unique feature of the latest 
package was an amnesty — giving those 
who have evaded tax for five years a 
chance to pay up in one lump sum, plus 
nominal fines. Seen as a last-ditch at- 
tempt to collect more revenue to deal 
with the deficit, the move was pro- 
jected to generate about Baht 1.5 bil- 
lion. 

Against the personal-income tax re- 
duction (which cut the total number of 
tax brackets from 13 to 11 and 
broadened the base in each) and the 
maximum (ad valorem) scale dropping 
from 65% down to 55%, the sales tax on 
inherited property was doubled from 
10% . Meanwhile, home owners will be 
permitted to deduct Baht 7,000 a year 
in interest on housing loans from 
their taxable income as part of a govern- 
ment attempt to boost housing con- 
struction. O 


ship of the secretary-general of the Ma- 
laysian Treasury. The CIC secretariat 
has also been transferred to the Trea- 
sury. 

The CIC was chaired ex-officio by 
the governor of BN until recently. Re- 
moval of BN's remit to head the CIC 
was seen as one of a number of disputes 
(over monetary policy mainly) which 
led to the resignation of previous bank 
governor Datuk Abdul Aziz Taha. 

Daim has also taken powers to ap- 
point members to the committee of the 
KLSE, and though he has not yet exer- 
cised &his power, the REVIEW under- 
stands that he is likely to do so soon. De- 
tachment from the market is seen as all 
the more essential in view of this de- 
veloping nexus of controls by the Fi- 
nance Ministry. 


he Association of Merchant Banks 
in Malaysia has proposed the setting 
up of a Securities Market Commission 
with a full-time commissioner and sec- 
retariat to oversee the "orderly deve- 
lopment of the securities markets in Ma- 


laysia." One advantage of such an um- 


brella organisation might be to end the 
power tussle between the Finance 
Ministry and BN in this area, as well as 
to end the confusion (at least in invest- 
ors' eyes) between the functions of the 
CIC, the Foreign Investment Commit- 
tee (FIC), the Registrar of Companies 
and other bodies. 

But this *one stop-agency" solution 
does not appear to have found much 
favour in government. *One-stop can 
mean that everything stops there," ob- 
served one senior official involved in the 
current re-examination of capital-mar- 
ket supervision in Malaysia. “Obviously 
the government is very concerned about 
what is going on in the capital markets," 






















































































usly we would: | 
' we concentrated: only on the 
ure [of regulation]. 
he Malavsian Government is an- 
us to make the point that it is not 
nding idly by while Singapore moves 
astily (over-hastily. some think) to 
amend its Securities Industry Act and 
other instruments of control over the 
capital markets.. Malaysia claims that its 
legislation in this area is “every bit as 
good as Singapore’s.” ‘It is implement- 
it, or “making. it breathe, " as one 
rnment source put it, that poses the 
yblem. That probably relies as much 
anything else on having a strict ethic 
hich permeates government as well as 
business community. 
Aziz Taha admitted recently that 
there are "major.weaknesses" in the 
present structure of the market, as 
shown by the Pan-El affair. Two which 
che cited are “under-capitalisation of 
-broking firms and over-trading" and 
“large operators and syndicates 
dominating a relatively shallow mar- 
ket." Some Malaysian brokers claim 
that the government is partly to 
blame for the former — having got rid 
of the requirement for "seed money" to 
cover inter-broker dealings, in order to 
assist new bumiputra (native, mostly 
ethnic Malay) entrants to the profes- 
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buch broker-to-broker deals are at 
# the heart of the current controversy 
wer forward contracts. The firm of 
OSK Partners, headed by KLSE chair- 
man Nik Mohamed Din, is currently re- 
jecting any obligation to pay Singapore 
broker Lin Securities for partial deliv- 
ery of shares in Sigma International 
one of the Tan Koon Swan stable of 
mpanies) under a forward-contract 
rrangement. 

Lin securities claims that such deals 
between principals (broker-to-broker) 
are enforceable under KLSE rules, but 
two Malaysian broking firms (Noone 
d Co. as well as OSK) have so far dis- 
ted the validity of forward contracts 
with three Singapore forms: Lin Securi- 
ties, City Securities and Associated 
„sian Securities. 
< The M$80 million (US$32.6 million) 
feboat being launched to bail out Ma- 
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n brokers ie to bad forward 


ingapore and Ki ala Lumpur mar- 
Sources sai 
go-to trial. The next day, a longer ses- 
Sion, which started at 1 p.m. and went 
oO vening, finished: with. 


kbroking industry in order to- 
hen its Ren base S Md to be 
nt an 





subcommittee on banking. and fi- 


_nancial services in Singapore noted “an 
| urgent need for more Singapore-incor- 


ace companies to be quoted on the 
ES to provide a wider range of securi- 
ties for investors and fund managers.” It 
went on to recommend a “loosening” of 
listing requirements in order to encour- 
age more companies to list. That recom- 
mendation seems unlikely to find offi- 
cial favour, now that unflattering things 
are being said in Singapore about “lax” 
rules for listing of Malaysian stocks, 
which are then listed almost automati- 
cally on the SES... 

But if Singapore d eos take the initia- 





An orderly affair 


Markets will need to stand on their own feet 
| TZ recently published report of the 


tive, as seems likely, in ending this semi- : 
| automatic listing of Malaysian stocks. 


(especially those described as *specula- — 
tive second- and third-liners”), then it 
will clearly have to move quite fast to list — 
more of its own stocks to preserve the © 
levels of market activity which cross- - 
Causeway stocks have provided in the : 
Singapore market. | - 

As the subcommittee's report: 
noted: “Only 60. Singapore-incorpo- - 
rated companies were listed on the SES " 
in the past 10 years.. Iso, Singapore-in- 
corporated companies account for only 
40% of the listed counters [on the SES]. 
Further privatisation of Singapore Gov- 
ernment-owned companies may be one 








Tan Koon Swan pleads not guilty to Singapore cin 


By Michael! Malik in Singapore 


* enior members of the central com- 
mittee of the Malaysian Chinese As- 
sociation (MCA) squeezed into the 
overcrowded public benches of Singa- 
pore's District Court 26 as their leader 
and party president Tan Koon Swan 
stood stoney-faced in the dock while a 
court official spent 20 minutes reading 
15 complex charges to him. At the end 
of each charge Tan muttered a barely 
audible "Not guilty." 

So ended a tense week of speculation 
as Tan — originally having been 
charged on 23 January with one charge 
of abetting criminal breach of trust 
(ACBT) and five other charges regis- 
tered with the court — finally revealed 


his intention to fight the case, following 


an investigation into the collapse of 


Pan-Electric Industries, in which Tan is . 


a major shareholder. The trial is set to 
start on 5 May. 


The nine new charges boosted the 


amount of money involved in the case 
from S$5.5 million (US$2.6 million) to 
nearly $$29 million. This was in addi- 
tion to unspecified amounts said to be 
involved in alleged manipulation of the 
share prices of four companies: in-which 
Tan holds interests. Tan s bail was dou- 
bled to S$40 million. 

During the two days before his sec- 


ond court appearance on 30 January, 


Tan had spent about 12 hours with offi- 
cials of the Singapore Finance Minis- 


try's Commercial Affairs Inquiries De- 


partment Meer On 28 January, 
he told them he wanted to 








cheating and four lander the Seviirities 
Industry Act (SIA). of trying to artifi- 
cially create demand for shares in his 
companies to increase their price. - 
Nine of the charges, involving al- 
leged ACBT, carry a maximum penalty 


of life imprisonment. All except four of 


the charges fall under Singapore's penal 
code. The last four, involving alleged ef- 
forts to boost securities prices, come 
under the SIA which regulates the 
stockmarket. in Singapore. Legal 
sources believe these to be the first such 
action taken under the act. | 

All of the charges, except the four 
under the SIA and one other, are based, 
on accusations that Tan abetted T aff 
Kok Liang, a director of Pan-El, 
commit various offences under the re- 


public's Companies Act.. 


Tan Kok Liang, who has been under 


| police protection, appeared in court on 


4 February and was charged with two 
counts of ACBT involving a total of 
$$54,000 and pleaded guilty. He will ap- 


pear as a witness against Tan Koon 


Swan, the proseeutot said during his ap 
pearance. 


| T he one cheatin gcase dea that Tan 


Koon Swan cheated Sng Hock Seng, 


la director of City Securities, into buying 
-2.5 million shares of Pan-El for S$3 mil- 


lion by concealing from him the fact that 
the Pan-El board had already decided to 
ask the Singapore and Kuala Lumpur. 


stock exchanges to suspend trading : in z 
the company’s shares. 3 | 


ANS. od 1o he the new bail, ine je court a also : 






answer. Another is the possibility of an 
unlisted securities market in Singa- 
pore.” 

When the Joint Stock Exchange of 
Malaysia and Singapore was split in 
1973 to form the KLSE and the SES, 
both exchanges continued to list all 
shares on the joint exchange. But while 
Malaysia has since not allowed foreign- 
incorporated companies to be listed on 
the KLSE, Singapore has allowed most 
newly listed Malaysian-incorporated 
companies to have a quote on the SES, 
subject to a prospectus being issued and 
other minimal formalities. 


|^ a recent paper, Datuk Malek Meri- 
can, managing director of Arab- 
Malaysian Merchant Bank, said that (at 
the end of 1983) out of the 222 Malay- 
sian-incorporated companies listed on 
the KLSE, 183 were also listed in Singa- 


Tan outside the court: new charges. 


and Malaysia. The next day, a judge in 
chambers granted a request to return his 
local passport and gave him permission 
to return to Malaysia for two weeks 
from 1 February, so that he could spend 
the Chinese New Year holidays at 
home. 

His counsel also said that he had no 
instruction so far to object to all 15 
charges being tried together, but said he 
might request at a later stage that some 
of the charges be heard separately. 

When the prosecution asked for the 
doubling of the bail they suggested that 
it should be in no more than two 
sureties, as was the case in the first S$20 
million, provided by Malaysian busi- 
nessmen Datuk Lee Shin Chen and 
Loong Yoke Phin. The judge obviously 
thought this was a tough condition and 
set the requirement at no less than three 
sureties. 

He need not have bothered. Within 
minutes, and to the surprise of even 
those who followed the case, Datuk 
Robert Kuok, one of Malaysia's big- 
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pore. By the end of 1985, there were 
more Malaysian companies (183) listed 
on the SES than Singapore-incorpo- 
rated companies (121). 

"In the same way, as at the end of 
November 1985, of the total market 
capitalisation of all companies listed on 
the SES of $$73.9 billion [US$34.6 bil- 
lion], Malaysian-incorporated com- 
panies accounted for S$34.9 billion or 
47% compared to the market capitalisa- 
tion of Singapore-incorporated com- 
panies at 31% or $$23 billion. The bal- 
ance is accounted for by other foreign 
companies listed on the SES." During 
1984, Malaysian companies' shares ac- 
counted for 52% of total share volume 
traded on the SES. 

A portion of what Merican called 
"the more dubious transactions that 
occur in Singapore" are in the “more 
speculative Malaysian shares." It is 





gest, if publicity shy, businessmen, 
who heads a diversified sugar, trading 
and hotels empire which includes the 
Shangri-La hotels in Singapore and 
Kuala Lumpur, arrived at court and 
provided the whole S$20 million, back- 
ed by property and other assets. 

The only deal known between them 
was in 1982, when Tan sold his stake in 
United Malayan Banking Corp. to 
Daim Zainuddin, now Malaysia's fi- 
nance minister, and in a reciprocal deal, 
Daim and Kuok sold at a "friendship 
price" their holdings in the Malaysian 
French Bank to Multi-Purpose Hold- 
ings — the MCA finance corporation of 
which Tan is managing director. 

Sources in both Singapore and Kuala 
Lumpur believe that Kuok has stepped 
in to aid Tan at this time as a gesture of 
solidarity between Malaysian Chinese 
businessmen, possibly at the request 
of the MCA. At the end of 1985, Kuok 
was also reported (REVIEW, 19 Dec. 
'85) to be possibly involved in a move 
to help Tan by having a group of Ma- 


BERNAMA 


common knowledge, he added, that 
“syndicates that try to rig share prices 
operate on both sides of the Cause- 
way." Merican questioned whether 
smaller Malaysian companies should 
continue to be allowed to list on Singa- 
pore, Hongkong or other exchanges — 
*which may make manipulation more 
possible." 

But he also stressed the need for Ma- 
laysia to “improve the capacity of its 
sharebrokers to trade, especially in big- 
ger blocks with international brokers 
and fund managers who up to now tend 
to trade in Malaysian shares through 
Singapore rather than Malaysian brok- » 
ers." These arguments are in turn likely 
to strengthen pressures in Malaysia 
for negotiated broking commissions 
in anticipation of Singapore abolish- 
ing fixed-rate commissions. 

— Anthony Rowley 


laysian Chinese business- 

men, led by Tan Sri Wee Boon 

Peng, buy into Grand United 

d| Holdings, one of Tan's com- 
|| panies. 

At least an hour before Tan 
arrived at the court, heavy secu- 
rity was in place. Uniformed 
police with batons lined the cor- 
ridors of the building. while out- 
side two red trucks were parked, 
used by the riot squad — known 
officially as the Police Task 
Force — though no men were 
deployed. 

MCA officials reported that 
MCA members from several 
Malaysian states had come to 
Singapore to show support for 
Tan, but in the event it was a very 
orderly affair. Of the several 
hundred people milling about it 
was impossible to identify which 
were MCA supporters and 
which were just curious Singaporeans. 

There were no banners or slogans 
shouted and the only manifestation of 
support was polite handclapping for 
Tan when he twice emerged — once to 
move from court 26 to court 20 where 
the trial date was fixed, and once to go 
back to his hotel. 

Once there he went into a huddle 
with other MCA leaders, including dep- 
uty party president and Malaysian 
Minister of Transport Datuk Ling Liong 
Sik, MCA secretary-general Lee Kim 
Sai, who is minister of labour, and 
Minister for Housing and Local Gov- 
ernment Chan Siang Sun. Also in 
Singapore for the hearing was one of 
Tan's former rivals for the presidency, 
Datuk Mak Hon Kam, the minister of 
health. 

An MCA official would only say that 
they would be returning to Kuala Lum- 
pur immediately to discuss the situa- 
tion. Tan would make no comment ex- 
cept to thank MCA members for turn- 
ing out in his support. | Oo 
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E Meious 
| ByMohammed Aftab in Islamabad 
À ax years of broken promises, it fell 


to the lot of new Prime Minister 


: 


$ 


3 


. Mohammed Khan Junejo to begin the 
. privatisation of the state industrial sec- 
_ tor—a behemoth that has increasingly 
|. corrupt and inflexible. 
| The first dent in the state holdings 
| will be the sale tothe public of Rs 2 bil- 
| lion (US$127.4 million) — divided into 
| two tranches — worth of shares in na- 
.| tional energy and industrial firms. 
| The state sector enormously ex- 
| A when late prime minister Zul- 
| fikar Ali Bhutto, in a bid to introduce 
| his version of socialism, gave the nation 
| a major dose of nationalisation in the 
| early 1970s. Nationalisation of 32 basic 
| industries was followed in rapid succes- 
| sion by nationalisation of banking, life 
.| insurance, cooking oil, cotton exports 
|| and shipping. (Railways, telecommuni- 
| cations, public utilities and a string of 
ij other essential goods and services were 
| 


| grown inefficient, expensive, wasteful, 
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already under state control.) 
.. Ministry of Finance (MoF) statistics 
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seminars. 


| Graduates join a rapidly expanding network of well-placed IBEAR alumni in 184 
= | firms and 24 nations. Present participants average 33 years old (most are be- 
tween 26 and 40) and 10 years of work experience. Applications are encouraged 

from throughout the world. Four scholarships, funded by the U.S. Department of 

.. Education, are available to U.S. citizens. The next program begins August 5. 


PACIFIC RIM MANAGEMENT PROGRAMS 


-Four programs of three or four day length for middle or senior managers doing busi- 
ness with Pacific Rim firms, preparing for Pacific Rim assignment or working for an 


Asian firm or Asian owned subsidiary. 


- USC, founded in 1880 and presently serving 30,000 students, is the oldest and 
| largest private university in the western United States. For complete information on 


| these programs: 


| Sharing the wealth 


: Pakistan offers the chance to invest in six national companies 


INTERNATIONAL BUSINESS PROGRAMS 
UNIVERSITY OF SOUTHERN CALIFORNIA 


| TWELVEMONTH INTERNATIONAL MBA PROGRAM 


| The IBEAR MBA Program is a highly intensive management development program 
| emphasizing international and Pacific Rim business. It is accredited by the presti- 
| gious American Assembly of Collegiate Schools of Business. 
| Participants complete 16 courses during four eleven-week terms. The program also 
| includes microcomputer and business communication training, individual research, 
| trade-related team consulting for an American firm, a ten-week computer-based 
international business strategy simulation, field trips and guest senior executive 


International Business Education and Research (IBEAR) Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, CA, USA 90089-1421 
Phone: 213/743-2272 * Telex: 4720490 USC LSA 
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programme. Mor. T: 

In order to get maximum public re- 
: sponse, the shares are being p 
4 billion in 
March — 


Gi dividend yield of 17.576 
The first tranche of Rs 1.0 
businesses are Rs 362.9 billion, in which | stock goes on sale im early 


show that the total assets of state-sector 


the MoF's own equity is Rs 29.22 billion. | 
These amounts do not include equity in- 
vested in manufacturing. These assets 
are spread in such diverse fields as fi- 
nancial institutions and banks, insur- 
ance, commerce, manufacturing, con- 
struction, oil and natural gas; mining, 
transport services, electricity, printing, 
mass communications and consultancy. 
Out of these assets, the disinvestment of 
Rs 2 billion is a small amount. 

The government of Presideht Zia-ul 
Haq repeatedly promised to  de- 
nationalise at least some units, but stall- 
ed. One of the key reasons was strong 
opposition from bureaucrats who ran 
these units. At the same time, the finan- 
cial and operational conditions'of many 
of the state units were so poor that no 
one wanted to buy them. x 

But former finance minister 
Mahbubul Haq (who left the cabinet on 
28 -January), aided by Junejo, had 
promised in mid-1985 to start disinvest- 


many more. 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Re 
GPO Box 160 za 
Hong Kong Pat 





DID YOUR COMPANY 
MAKE THE ‘REVIEW 600? 


One of the best ways to measure the dynamic quality 
of a publication is to examine the quantity and:qual- . 
ity of the advertising pages it carries. Last year, when . 
many publications were struggling to: maintain ad- . 
vertising volume, the Review carried more advertis- . 
ing than at any time in its 39-year history. 

More than 600 companies from every corner of the 
globe selected the Far Eastern Economic Review to 
promote their message representing every major. 
category of industry including banking & finance, 
travel, high technology, construction & engineering, 
liquor, office equipment, luxury products and many, 


As the world's premier publication on Asian affairs, 
the Review delivers top decision makers in business, 
industry, government and the professions more cost 
effectively than any other publication in Asia. 


Doing Business with China June 9-13 To reach the elite, join the elite by advertising in the 
Doing Business with Taiwan June 15-18 A : ad : 
Doing Business with Korea June 18-21 Far Eastern Economic Review and join the Review 
Doing Business with Japan June 22-26 600. D: 09:3 T 


For a composite of every advertisement. carried 
write, on your company letterhead, to: | 
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making it the largest stockmarket oper- 
ation in Pakistan’s history. It will consist 
of 111.6 million shares of six companies: 
» Pakistan International Airlines 
(PIA), the national flag carrier, 54.66 
million shares or 48% of its stock. 

» Pakistan State Oil (PSO), the mono- 
poly petroleum distributor, 2.58 million 
shares, or 2.3196 of the stock. 

» Sui Gas Transmission Co., natural- 
gas distributor, 20.28 million shares or 
18.17% of the stock. 

» Sui Northern Gas Pipelines, natural- 
gas distributor in northern Pakistan, 
5.89 million shares, or 5.28% of the 
stock. 

>» Pak-Saudi Fertiliser, a Pakistan- 
Saudi joint venture producing fertiliser, 
24 million shares, or 21.5% of the stock. 
» Dandot Cement, 4.19 million shares, 
or 3.76% of the stock. 

The stock sales will be lead-managed 
by a group of underwriters consisting of 
‘he National Development Finance 
Corp., Investment Corp. of Pakistan 
and Bankers’ Equity Ltd (BEL), three 
government-sponsored financial in- 
stitutions and investment banks. They 
will pick up the entire stock in the first 
instance, and then bring it to the market 
gradually. 

D. M. Qureshi, managing director of 
BEL, says the first phase of sale will be 
over by the end of May. Overseas Pakis- 
tanis, with their considerable earnings 
from the Middle East oil boom, will be 
the first target for sales — since they will 
be paying with much-needed foreign 
currency. 

“There is.a distinct possibility that 
most, if not all, of the 54.66 million PIA 
shares being put up for sale can be sold 
through the New York Stock Exchange 
[NYSE]," Qureshi said. The move to 
sell on Wall Street is backed by Interna- 
tional Finance Corp. (IFC) — the 
World Bank's affiliate for credit to the 

private sector. The IFC feels that PIA is 
good issue to seek a Wall Street list- 
ing because it is a fairly large com- 


pany. 


4 Mos listing, the first of a Pakistani com- 
pany on the NYSE, can also bring 
in foreign exchange which the airline 
needs. The IFC is of the view that a 
NYSE listing will be a signal to private 
foreign investors (who have, so far, 
shied away from Pakistan) that they are 
welcome. US stock brokers Merrill 
Lynch are likely to handle the Wall 
Street offering. 

The larger rationale of the disinvest- 
ment plan is to encourage development 
of a domestic capital market. That has 
been a hope since 1949 — when, two 
years after Pakistan won its indepen- 
dence, the stock exchange was estab- 
lished at Karachi. (An exchange start- 
ed operating at Lahore several years 
later.) 

The stockmarket in Pakistan re- 
mains underdeveloped for several 
reasons. The savings rate, at less than 


10%, is one of the lowest iin the world. 
An estimated 94% of the gross national 
product is used on current consump- 
tion. The government's fiscal policies 
have been confused, leaving: hardly any- 
one able to generate enoug:h investible 
funds. Inflation, coupled with taxation, 
has been hitting the middle class. And, 
potential investors say the govern- 
ment's investment and industrialisation 
policies have lacked credibility because 
of excessive regulation. The massive 
nationalisation of the 1970s proved to 
be the last straw, driving away those 
groups which were responsible for capi- 
tal formation. 

The stock offering is a bid directed at 
small and medium-sized investors, 
which would widen and popularise the 
domestic capital market on a long-term 
basis, said Qureshi. 

The underwriters maintain that the 
built-in capital gain on the offerings will 
be in excess of 30%. Overall profit 
should be above 40% (annual yields 
plus capital gains) in the firsit year. 

Of the stock now being offered, 5% 
will be reserved for sale to the employ- 
ees of the six companies. If the: employ- 
ees cannot buy these shares ouit of their 
provident and welfare fund <iccounts, 
the government may provide thie money 
from the budget. 

Of the six companies, only four are 
now listed on the stock exchanjze, while 
only one of the six figured amoing the 25 
top domestic companies for 1084. The 
ranking of PSO, the only state company 
which appeared among the 25, was 
based on aggregate payment of di- 
vidend/bonus at 40% or above. 

The Rs 2 billion offering is nearly 
equal to the total current stocl«market 
capitalisation. It could inject some life 
into the insipid market. 

Ferozuddin A. Kassim, presi dent of 
the Karachi Stock Exchange, sa ys that 
the stockmarket has, so far, faced two 
problems: a lack of depth due to a li- 
mited number of listings, and nom -avail- 
ability of good shares. The second prob- 
lem has been “an unequitable tax treat- 
ment to risk-bearing investments” in 
stocks, in comparison to the go vern- 
ment-sponsored savings plans which 
offer returns of 15% or more to iin vest- 
ors. Pakistan has only 362 listed com- 
panies, compared to 14,000 regis tered 
firms. 

The stockmarket’s initial reactioin to 
the announcement of the divestnn ent 
plan was negative. Four of the state- s ec- 
tor listed companies (PIA, PSO, ‘Sui 
Gas and Sui Northern) took a beatiirig. 
“The general scare was so strong thant a 
good number of issues fell like a hou se 
of cards," said one stockmarket olb- 
server. 

The market later recovered, after 
participants realised that much of the 
stock will first be offered to overseiasi 
Pakistanis and that the underwriters will 
only gradually unload it onto the 
domestic market. i} 
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New face, 
old look 


Pakistan changes 
its finance minister 


$ a surprise move, Junejo dropped 
Mahbubul Haq, the minister for fi- 
nance, planning and economic affairs, 
from his new, 35-member cabinet. That 
literally meant dropping a brick on the 
technocrats and businessmen who were 
readying themselves to operate in a 
more open economy, after years of log- 
jam. But the politicians may heave a 
sigh of relief. Other beneficiaries will be 
the bureaucrats-turned-captains-of-in- 
dustry who stood to lose by Haq's 
privatisation and deregulation plans, 
and possibly the tax dodgers. 

Haq, a well-known economist who 
served as director for policy planning in 
the World Bank for years, was in the 
limelight of the Pakistani economic 


scene since March 1982 — when Zia ap- 
pointed him deputy chairman of the 
Planning Commission. He was made 
full minister for planning in April 1983, 
then was given the key portfolios of fi- 
nance, along with planning and econo- 
mic affairs, in Junejo's new civilian 
cabinet in April 1985. 

Haq said Junejo informed him that 
he has "decided to have a politician as 
the new finance minister." Junejo of- 
fered him the portfolio of planning and 
development — the old job which he 
performed in Zia’s presidential cabinet. 
Haq declined. *For me, economic man- 
agement was not possible without [also 
having the powers] of the finance minis- 
ter," he said. 

Haq added: “I am relinquishing my 
responsibilities at a time when the coun- 
try has a surplus budget, the inflation 
rate has been halved, and various eco- 
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r J ongkong faced a mixed set of signals 
. M Has 1986 got into its stride. On the 
d p Etive side were. indications that 
4 1985's domestic-export slide was begin- 
ruina to be reversed. December showed 
a growth of 3%, the first time for many 
qm nonths that sales were above those of a 
ear earlier. It compared with a drop for 
- 985 as a whole of 5.875. 
b. . Also positive were surveys of manu- 
| acturers, which indicated that orders- 
E € on-hand had at least stopped falling; the 
JS economy, which was repofted'to be 
“regaining some momentum, and the de- 
JT line of the US-linked Hongkong dol- 
dar, which was expected to help com- 
j petitiveness, particularly in Europe. By 
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was below 70, a decline of 10% over 12 
2 m Bionths. As most of the decline has been 
i n the past four months, the full impact 
— has yet to be felt. 
a . While it is expected that export 
ground lost in 1985 should be made up, 
. most projections are for domestic ex- 
| port growth of 4-6% in 1986, which 
E 'dly amounts to a boom. Although 
| raditional markets may improve, 
. China, which is now the second-largest 
| domestic-export market, is likely to be 
| — dull, at best. So too will regional com- 
| (Cos nri countries — Austra- 
| liaand the Asean members. 

Entrepót trade has had its boom for 
the time being. Re-exports, up 26% in 
1985, could find it hard to more than 
stand still. Much will depend on the sev- 
| erity of China's foreign-exchange re- 
| strictions as other entrepót business will 
| be,at best, static. 

a ‘Despite this unexciting trade pros- 
B no Sage end to Jes - s un- 
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| he have to T because he al- 
3 lege Ad supported devaluation of the 





Or because of his plan to collect taxes 
fi from evade.rs? Haq said: “There.is no 
question of. devaluation." The proposal 
to devalue the rupee by 20% has been 
Btienied by the government as well as the 
Es Bank (the central bank). The 

gged to the dollar until 
. 1981, at US$I. 1:Rs 9.90. It was delinked 
| [. on 8 January 1981, and put on a man- 
3 float, under which it had slid 
 US$1:Rs 15.98 by early Febru- 










like the proposed disinvestment of six 
state-sector units, are expected to con- 
senior MoF officials told the 
EVIEW. But his much broader pro- 


































le =end-January the trade-weighted index . 
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‘decontrol, ‘denationalisation 
and dereguilation,” as the outgoing fi- 
nance minister had said. It aimed at re- 
moving cointrols on commodities and 
prices. It also meant part-privatisation 
of the mass ive state sector. The deregu- 
lation programme was. to rid industry 
and business of government interven- 
tion by slas hing red tape and opening up 
the economy to private business. 

The country's US$38 billion, sixth 
five-year jplan (1983-88), written by 
Haq, had provided a major role to pri- 
vate enterprise, in a significant reversal 
of the roll of the state sector. Haq 
said as recently as January that bureau- 
crats made US$1.25 billion a year 
through tlae exercise of present “con- 
trols." 

But, some feared that if such plans 
were put: into motion, steps were 
needed to ensure distributive rec’) 1 io cun Spur in n v NAM 
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Confidence still the koy 


PICTIJRE 
TRADE 


(HK$ billion) 





REVIEWDIAGRAM by Andy Tang 
usual ¡positon of enjoying a visible trade 
surpl uis seems at hand. The 1985 surplus 
was FIK$3.7 billion (US$474 million). 
This was partly due to weak domestic 
dem znd, but even more to low import 
prices, reflecting low commodity prices. 
The massive terms-of-trade gain which 
these have provided over the past 18 
mo nths seems likely to remain, at least 
int the second half of 1986. | 

'Hongkong has particularly benefited 
frcrm terms of trade because its principal 
su pplier of food and other essentials is 
Claina, which has been steadily devalu- 
in gr its currency from Rmb 1: HK$2.78 at 
end-January 1985 to HK$2.46 a year 
later. Import prices have further dam- 
pened inflation which was slightly under 
-3'%. for 1985 but almost zero in the last 
quarter. However, a weakening cur- 
rency and higher wages are likely to 
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But, Junejo has held out some dee 
of continuity of economic policies. 
J funcio told reporters: *The new cabinet 

. is being headed by the same person 

. SO, there is no question of any major 
shift in the economic policies ofthe gov- 
ernment.” He also said “the govern- 
ment should adopt . progressive, 
dynamic and forward-looking socio- 
economic policies" in the light of his 
five-point programme announced on 31 
December. 

The five points are: establishing a 
democratic and Islamic system; elimina- 
ting illiteracy; a major drive to end un- 
employment; a jihad (holy war). against 
corruption and bribery; massive injec- 
tion of funds into rural areas to provide 
education, supply of electticity, roads, 
drinking water and health care. 

— Mohammed Aftab 





push it sharply highih once commodities 


stop declining. 


Hongkong’s workforce has been en- 
joying most of the trade gains, with real 
wage rates up 2% in the year to Sep- 
tember and per-head payrolls by some- 
what more. However, it appears real 
rates may have peaked around mid- 
1985 which was also the employment 
peak. Unemployment rose slightly in 
the September-November period to 
3.4%. as new service jobs failed to keep 
pace with losses in other areas. 

However, near-full employment and 
rising real wages have not been re- 
flected in domestic demand. Consumer 
demand has persistently failed to reach 
expectations and growth for 1985 is ex- 
pected to be only 3-475. The propert 
sector, after a leap ahead in mid-1985, 
looked to have found a relatively stable 
level in both prices and activity which 
should sustain a modest recovery in pri- 
vate construction. But, meanwhile, the 
government has again become a force 
for deflation. Spending in the 1985-86 
fiscal year is likely to be substantially 
under budget, and land-sales revenue is 
likely to be HK$2.5 billion above 
budget. So instead of the -budgeted 
small deficit, there is likely to be a 
surplus of HK$2 billion'or so (not count- 
ing the cost of bank rescues). 

Unless there is some pick-up in 
domestic demand, Hongkong will be 
unable to break out of the 2-475 growth 
range seen in 1985 and again widely 
forecast for 1986. That would be an indi- 
cation that political confidence is still 
ephemeral. Instead of using their pre- 
sent prosperity to consume now or in- 
vest in the future of the territory, Hong- 
kong people are currently accumulating 
foreign assets at the rate of US$3 billion 
or more a year. ^ = — Philip Bowring 
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271,000 KILOMETRES 
OF HIGHWAYS. AND ALL ROADS 
LEAD TO SPENDING POWER. 











communication. In 1983, 


railway system, with more 
track per capita than any- 


nects every Canadian urban 

centre to the eastern sea- 
board, mid-west and west 
coast rail networks of the 
United States. And from the 
middle of North America, the 
St. Lawrence Seaway moves 
goods directly to the Atlantic 
Ocean. 


With the formation of Invest- 
ment Canada, the Canadian 
Government has placed the 
welcome mat out to foreign 
investors. Transportation and 
our strategic location are Just 
two of the many reasons why 
your company should con- 
sider the invitation. 


271,000 kilometres of high- 
ways. 100,000 kilometres of 
railway track. 60 major air- 
ports. All there to serve one of 
the world's most lucrative 
markets. Because within one 
day's road or rail transporta- 
tion of the Canada/U.S. bor- 
der there are 150 million 
North American consumers. 


Great distances have made us 
masters of transportation and 


Canada's trucks moved 196.3 
million tonnes of freight. Our 


where else in the world, con- 


To find out all of the good 

reasons why Canada Is 
today's land of opportunity 
for profitable business ven- 
tures, send for a copy of our 
investor's handbook. 


Come and see for yourself. 
Plan on attending 
"OPPORTUNITIES 
CANADA‘, a unique show- 
case of Canadian industrial 
capability and investment 
opportunities to be held 
in Toronto, March 12, 13 
and 14, 1986. We will also 
send you a brochure on 
"OPPORTUNITIES 
CANADA‘. 
Attach your business card to 
a copy of this ad and post it 
to: Investment Canada, 
Canadian High Commission 
P.O. Box 10990, 
50732 Kuala Lumpur, 
Malaysia TLX 30269 
DOMCAN MA 
Investment Canada, 
Business Centre, 
Commission for Canada, 
GPO Box 11142, Hong Kong. 
Investment Canada, 
Canadian High Commissign, 
Maxwell Road, 
P.O. Box 845, 
Singapore 9016. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 
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Morgan is the most professional overall— 
the number one house-—in the interna- 
tional capital markets. 

That's the consensus of 103 sovereign, 
supranational, and corporate borrowers, 
reported by Euromoney magazine in its 
annual poll on the skills of firms in the 
capital markets. cd 

Most innovative in Eurobonds - 
Professionalism isn't the only Morgan 
citation by leading market participants. _ 
As in last years Euromoney poll, Morgan 
received the highest ranking for innova- 
tiveness. | | 

“The blue chip bank scored even _ 
better” the magazine wrote, “in our poll 
of bankers in the loan and NIF markets, 
ranking as the top lead manager of 
syndicated loans, as well as the most in- 
novative bank and the best bookrunner. 

"And in our poll of the bond market, 
Morgan Guaranty was voted—for the 
second year running— the most innova- 
tive Eurobond house” 











Professional and innovative 

ur objective continues to be to earn your 
business through innovation and profession- 
alism. Let us compete for your mandate. 
Morgan Guaranty Ltd, 
15, Queens Road Central, Hong Kong 
Morgan Guaranty Trust Company, 23 W 
Street, New York, NY 10015 








Source: Euromoney, October 1985 





The Morgan Bank 





EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
a business decision. 

So we've arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out™ plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel. 





WWTF Kojo Tanaka/BCL 


Bangkok 3 
Hong Kong d he 


Jakarta X». | 
Kuala Lumpur Giant Panda 
Petaling Jaya 


BE Sinzapore needs your help 
» E to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all X 
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factors and many more which threaten i 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount à major Panda Conservatior 
Programme. This includes construction of : 
research and conservation centre in the largest o: 
the Panda reserves - Wolong Natural Reserve ir 

————'— Sichuan Province. 
A dips nasser La Siigapor A team from WWF, led by the distinguishec 
ilton International Singapore ae ^ AW. d : : . 
581, Orchard Road, Singapore 0923. | rea Dr. i ye I ed * ork A 
Please provide me with EBS brochure: olong together with top Chinese scientist: 
under the leadership of Professor Hu Jinchu. 
The Giant Panda is an endangered animal 
| It is also the symbol of WWF’s worldwide 
| conservation efforts to save life on earth. 





Name: 


Company: ———— 


But WWF needs money - your money. 
Address: 
Please send contributions to the WW F 
National Organisation in your country or direct to. 
WWF International, 1196 Gland, 


Tel. No.: : 
Switzerland. 


HILTON INTERNATIONAL 


WORLD WILDLIFE FUNC 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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€ JUST when capitalism is becoming 
respectable again in a number of Asian 
countries, like India and some of its 
Subcontinental neighbours, and when 
the private sector is shaking off the yoke 
of government restraint, along comes 
the debacle in the Singapore/Kuala 
Lumpur stock exchanges to demon- 
strate just how badly free markets can 
be rigged. Many investors have lost 
money in the affair and the only people 
who can be expected to make capital out 
of it are the bigots and bureaucrats who 
distrust personal freedom. 

Yet for all that, the timing may prove 
salutory. When privatisation of public 
enterprise and deregulation of financial 
markets — or the concepts at least — 
| re spreading across Asia with the speed 
..i a contagious disease, it can do no 
harm at all to think hard about the right 
balance of market freedom and regula- 
tion. This has as much to do with restor- 
ing foreign investors' confidence as with 
defusing domestic political criticism. 

There is a yawning gap between 
those who adopt the “if it moves, regu- 
late it" approach and those who blithely 
assume that a philosophy of laissez-faire 
best benefits the development of capital 
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markets. No prizes for guessing which 


little island-republic is home to those 
who practise the former of these two 
creeds. Suffice it to say that it is not a 
million miles away from the Pan-Elec- 
tric-forward share contract fiasco. 

The second persuasion attracts some 
strange bedfellows. Hongkong of 
course has traditionally been home to a 
belief in the sacrosanctity of speculation 
and the right of some people (insiders) 
to make money at the expense of others 

utsiders). But variants of these 
Breer beliefs are to be found in 
aces as far apart as India and Japan. 
» AT a recent Asian Development 
Bank seminar of capital-market deve- 
opment held in Manila, Shroff heard 
vith some apprehension the words of a 
ormer Controller of Capital Issues (D. 
R. Mehta) that now is not the right time 
‘or the booming Indian stockmarket to 
xe controlled by a securities and ex- 
‘hange commission-type body. Such a 
egulatory body might prove “counter- 
'rductive," he argued. The belief 
hat markets should be permitted to 
develop" first and be regulated later 
'an amount to no more than a rogue's 
'harter. Meanwhile, Kanju Sugimoto of 
Nomura Securities — a man clearly of 
imilar ilk — boasted that, in the Tokyo, 
narket, "business came first and regula- 
ion afterwards." 

Maybe, but presumably not even 
"ugimoto would look Shroff in the 
yye and argue that Tokyo's markets are 
he best regulated in the world, where 
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foreigners can buy and sell secure in the 
knowledge that market rigging and 
share ramping do not take place and 
where fundamentals count. Nor, surely, 
would Mehta argue that the thousands 
of farmers and other members of the 
middle-class investment fraternity so 
eagerly dabbling in the Indian 
stockmarket just now may not get badly 
burned if speculation runs riot. That 
could set back some of Rajiv Gandhi’s 
laudable capital-market reforms. 

Wiser without doubt were the words 
uttered in Manila by Sir Kenneth Ber- 
rill, chairman of the (British) Securities 
and Investments Board, that “markets 
which are allowed to develop without a 
suitable regulatory framework will not 
in the long run operate as successfully as 
those which are effectively regulated.” 
Or, the words (spoken some years ago) 
by former Malaysian finance minister, 
Tun Tan Siew Sin, that any departure 
from the principle that stockmarkets 
should be used as a means of making 
“sound, long-term investments” would 
result in “badly burned fingers.” 

Speculation of course cannot be di- 
vorced from market activity. But as 
smaller investors in Singapore and Ma- 
laysia at the time of the recent crash (or 
those in the Bangkok market during the 
1979 crash or yet again in Hongkong at 
the time of the 1973 crash ) will attest 
with even more passion than Shroff, 
some speculators are more equal than 
others in an under-regulated market. 

But exactly what is a “well-regu- 
lated” market? Britain, which has seen 
its supposedly proud tradition of self- 
regulation compromised by numerous 
scandals, is not about to advise Asia to 
take that route, as Berrill admitted. 
Nor, Shroff was heartened to note, is 
the US preaching the unreserved merits 
of its own highly legalistic form of mar- 
ket regulation, which New York capital 
market legal expert Terrence Reilly ad- 
mitted is often based on “confronta- 
tion” between market participants and 
regulators. 

Sadly there was no Singapore Gov- 
ernment representative at the Manila 
meeting to own up with such humility 
that its own particular brand of market 
regulation had signally failed to detect 
the problem of forward share contracts 
which have caused the market to crash 
and threatened to bring the local brok- 
ing profession down with it. 

Maybe market regulators from the 
Monetary Authority of Singapore 
would have found it hard to stomach the 
suggestion to the Manila seminar by 
Hongkong’s deputy Commissioner of 
Securities, Derek Murphy, that “regu- 
lation is likely to be more effective if the 


relationship between the regulator and - 
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one-stop solution. 
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as possible.” Singapore’s bureaucrats- 


versus-rogues mentality is hardly con- — 


ducive to such a dialogue. 


€ YET no form of regulation will work - i 


effectively anywhere unless it is b 


Y de 
mutual consent of the regulators andthe | 
regulated, the government and the goy- | 


erned. Britain is trying to achieve this - 
now by delegating the function of mar- - 


ket regulation not only from the finance 
ministry to Berrill's Securities and In- 
vestments Board (SIB) but in turn from 
the SIB to authorised Self-Regulatory 
Organisations drawn from broking and 
dealing professions. 

This means it will be market 
titioners and not government officials 


who have the job of authorising “fit and J | l 


proper” persons to deal in markets, and 


of preparing and policing the rules. But | 
ministerial might will be there in the | 
background in case of need. “This, in - 


my view, is what the theory of self-regu- 
lation means," said Berrill. 


Another big problem is the sheer - 
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number of gere agencies, often | 
ic 


dup 


the knowledge and 


intelligence needed to 
police markets effec- 
tively. A solution fav- 


sian Bank, who sug- 
gested an umbrella 
Securities Market 
Commission for Ma- 
laysia, and Manuel 





change Commission in 
the Philippines) who proposed a Capital 
Market Development Board, is to bring 
all such functions under one roof: they 
believe such agencies could promote 
capital market *development" too. 
There may be merit in such ideas but 
Shroff is inclined to agree with central 
bank sources in Malaysia that the spirit 
of regulation is more important than the 
form. Financial markets are admittedly 
becoming infinitely more complex now- 
adays and the cultural environment dif- 
fers greatly from one market to another. 
But if capital markets are to survive, let 
alone gain new respectability, in this re- 
gion, the one simple and common de- 
nominator must be protection of the in- 
vestor. If stockmarkets are not ulti- 
mately about that then they are not 
worth the attention which Asian gov- 
ernments are currently devoting to 
them as potent mobilisers of capital. 


oured by Malek Meri- | | 
can of Arab-Malay- | | 


ating one an- |. 
other's work and | 
competing for scarce | - 
human resources of | 


streetwise (market) | — 





Abello (chairman of | . 
the Securities and Ex- | — 
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.| By Charles Smith in Tokyo 
J apan’s ability to bring about a con- 
trolled appreciation of the yen ex- 
change rate against the dollar, so im- 
pressively demonstrated during the 
final four months of last year, seems 
to have been eroded badly during the 
latest round of speculation on the 
Tokyo foreign-exchange market. 

The advance in the yen’s value from 
just over ¥200:US$1 to barely ¥190, 
which occurred during the last 10 days 
of January, was less in percentage terms 
than the rise that occurred in September 

| and October last year after the Bank of 

E| Eon (BoJ, the central bank) and the 
.| US Federal Reserve began joint inter- 
. vention in favour of the yen on the 
Tokyo and New York foreign-exchange 
markets. However, the speed at which 
the yen's value was marked up after 
breaking through the crucial "barrier" 
of ¥200 seems to have taken the au- 
thorities by surprise. 

Still more disconcerting was the ap- 
parent failure of the market to respond 
to interest-rate changes. On 29 January 
the BoJ announced a 0.5% cut in the 
discount rate — a move which served to 
widen the basic differential between Ja- 
panese and US rates, and which might 


The kindest cut 


. | Singapore is to chop employers’ 


, By Michael Malik in Singapore 
| AS part of Singapore’s package of 
measures designed to counteract its 
current recession, negative growth and 
unemployment, the government is on 
the verge of announcing a 60% cut in 
employers’ contributions to the Central 
Provident Fund (CPF) — the upper end 
of the range of suggested cuts which in- 
dustry has been asking for. 
. At present, employees pay a com- 
pulsory 25% of their wages into the fund 
and this amount is matched by the em- 
ployer. Dropping the employer’s con- 
tribution from 25% to 10% as pro- 
posed, would amount to a 12% cut in 
wage costs — and a corresponding cut in 
total remuneration for workers, though 
not affecting take-home pay. 
. |. A formal decision on the cut is ex- 
‘> | ‘pected before the budget debate in 
~ | ‘March, possibly coming with the other 
: | recommendations of the special com- 
mittee set up under Minister of State for 
Trade and Industry, Lee Hsien Loong, 
to review policy options for the econ- 
omy, to be published in the middle of 
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$ E Efforts to manipulate the yen may be backfiring 
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have been expected to push the yen 
sharply downwards — especially as 
the cut marked the first major down- 
ward adjustment in Japanese interest 
rates for more than two years. Yet 
the market’s response to the cut was 
to mark the yen rate up against the 
dollar for three successive days by a 
total of more than ¥4. 

Cuts in short-term in- 
terest rates (such as the 
call market rate and the 
bill discount rate) which 
followed the central 
bank’s lead on discount 
rate apparently also failed 
to impress foreign-ex- 
change dealers. This was | — 
despite the fact that short- | g 
term rates are now lower 
than at any time since be- 
fore the yen began its pro- 
longed climb against the 
dollar in September last 
year. 

Japanese foreign-ex- 
change analysts who have 
tried to make sense of the 
market’s behaviour during 
the past two weeks see 





of all 


payments to its CPF 


February. The figure of 60% was given 
by First Deputy Prime Minister Goh 
Chok Tong on 29 January when he said 
that, in order to make an impact on cost- 
effectiveness, the employer’s contribu- 
tion would have to be reduced to 5-10% 
of wages. 

Even such a cut, Goh said, would not 
reduce Singapore wages to the level of 
those in Taiwan, Hongkong or South 
Korea. Based on present exchange 
rates, in 1984, while the average Sin- 
gaporean production worker earned 
$$2.37 (US$1.10) an hour, the compar- 
able figures for Taiwan, Hongkong and 
South Korea were S$1.90, S$1.40 and 
$$1.32 respectively. Taking into ac- 
count various other business costs, the 
suggested CPF cut would only represent 
a marginal reduction in total manufac- 
turing cost, other observers pointed out. 

Even more worrying, Goh said, was 
that in terms of return on investment, 
Singapore, which now offers foreign in- 
vestors something less than 20%, was 
only marginally more attractive than 
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which factor may have ma ost 


the government itself has helped to fuel 
speculation against the dollar by send- 
ing highly contradictory signals to the: 
market. 
On Monday, 3 February, the day the 
yen temporarily dipped below the 1908 
level to touch its highest point against 
the dollar in more than seven years, the 
governor of the BoJ, Satoshi Sumita, 
called an emergency press conference, 


IN FOREIGN SECURITIES 1985 5 


"x 


d 


REVIEWDIAGRAM by Andy Tangs 


OECD countries. So there was little in: 
centive for US, European or Japanese 
companies to invest in Singapore. 

While the CPF proposal was wel 
comed by employers’ organisations 
and not opposed by the National Trade 
Union Congress, some reservation: 
have been expressed on various fro 
The first is the effect such a cut will ha 
on Singaporeans' repayment of govern 
ment housing loans, which are mad« 
with their CPF contributions — one o 
the few permitted uses of the funds be 
fore retirement at the age of 55. 







T he government in the past has hinte¢ 
that there might be a rescheduling o 
loans over a longer period to reduci 
payments, but Goh made no referenci 
to this in his speech to students at th: 
Singapore Polytechnic which drew wid 
press coverage. 

Other doubts have been raised abou 
the effects on already-depressed domes 
tic consumption if householders have t: 
divert part of their take-home pay int 
servicing their home loans. One sugges 
tion from many quarters has been that : 
cut of the employee's contribution, pos 
sibly reducing it from 25% to 20% o 
wages, would help offset the impact o! 
workers of the expected very low or ni 
pay increases this year, while helpin 
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to warn against what he described as an 
excessive pace of yen appreciation, 
while junior BoJ staff apparently hinted 
at the possibility of intervention in 
favour of the dollar. Less than two 
weeks earlier; however, Finance Minis- 
ter Noboru Takeshita had been deliver- 
ing a very different message. 

At a press conference in New York 
on 24 January, Takeshita answered 
questions about the government's “pre- 
ferred exchange rate for the yen" by 
stating roundly that the authorities were 
prepared to sit back and see market 
forces determine the rate. Takeshita 
also appears to have suggested that a 
rate of ¥190:US$1 could be digested 
painlessly by some Japanese industries 
— even though a majority of Japanese 
business leaders have presented a very 
different picture, and despite the fact 
that the Japanese Government had pre- 
viously given its “blessing” to a 

200:US$1 exchange rate. 
J If Takeshita’s remarks were an at- 

empt to talk up the yen exchange in ad- 
vance of the BoJ's discount rate cut, as 
is now widely believed, it would seem 
clear from the speculative uproar that 
followed his comments that the man- 
oeuvre backfired badly. However, BoJ 
and MoF officials have a point when 
they argue that plenty of other influ- 
ences have been destabilising the mar- 
ket. The sharp jump in the yen ex- 
change . rate which. occurred on 31 
January, just one day after the BoJ an- 
nounced its carefully rehearsed interest 
rate cuts, is seen as a response to the 
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prevent a further decline in domestic 
spending. But this would mean even 
more of a problem in loan servicing. 
An expectedly critical view of the 
CPF proposals came from opposition 
MP J. B. Jeyaretnam, who told the 
REVIEW he would have preferred to 
see a smaller cut in the employers’ con- 
tribution and a corresponding cut in 
the employees’. He would rather have 
seen the government help employers 
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publication on the same day of record 
figures for the US 1985 trade deficit. 

A low fourth-quarter gross national 
product growth figure for the US econ- 
omy (unveiled on 23 January) may also 
have helped to drag down the dollar and 
boost the yen, officials suggest. But 
none of this may have counted for as 
much as attempts by US political and 
economic leaders to do their own “talk- 
ing down” of the dollar exchange rate. 
Asked by a Japanese reporter to name a 
rate for the yen which would effectively 
solve US-Japan trade problems, the US 
Special Trade Representative Clayton 
Yeutter named a figure of ¥175 to the 
dollar at a seminar held in the Swiss 
town of Davos on 1 February. Other top 
US officials are believed to have pri- 
vately mentioned rates of as low as 
¥ 160 as being “desirable” for the yen- 
dollar rate, though there is no sugges- 
tion that the Reagan administration 
wants to see this level achieved in a 
hurry. 


A final factor which may have been 
driving up the yen exchange rate — 
and which could count for considerably 
more than short-term market flurries 
caused by the remarks of government 
officials — is a shift in the direction and 
make-up of Japan’s capital exports. 
Throughout most of the second half of 
1985, Japanese investors bought US 
securities at the rate of some US$4 bil- 
lion to US$7 billion worth a month, 
thereby offsetting the positive effects on 
the yen exchange rate of a very strong 


by further cuts in utility 
costs, rentals of govern- 
ment-owned premises and 
Singapore Port Authority 
charges. 

But C. N. Watson, group 
chief executive of the Sem- 
bawang Shipyard and chair- 
man of the Singapore Inter- 
national Chamber of Com- 
merce, said that the move 
was a frank adjustment to 
the realistic position, and 
would help restore Singa- 
pore's competitiveness. He 
said that as far as shipyards 
were concerned, “we need 
all the help we can get." He 
added: “We are not out of 
the woods yet, but we are 
beginning to turn it round, 
barring accidents." 

While the CPF cut would help on the 
cost side, another move towards com- 
petitive exports and comparable wage 
scales would have been to adjust the cur- 
rency, Watson said, but the government 
appeared to be set against that course. 
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Some observers have noted that 


though employers have long grumbled 
about the discouraging effect of CPF as 
a fixed cost in conducting business in 
Singapore, even the hefty cut of 60% of 
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current-account surplus (and in the pro- 
cess helping to finance the US,budget 
deficit). A 

Analysts in the*government and in 
major city banks differ in their reading 
of recent investment trends but, accord- 
ing to one well-placed source, there may 
have been a sharp reduction in the out- 
flow of investment from Japan in the 
last third of January reflecting the grow- 
ing fears of investors of a further down- 
turn in the dollar exchange rate. If re- 
ports of such a change turn out to be cor- 
rect, the underlying balance between 
supply of and demand for dollars on the 
Tokyo foreign-exchange market may al- 
ready have undergone a shift which 
would tend to push the yen up strongly. 

The problem confronting Japan's au- 
thorities in the face of what seem likely 
to be strong short-term upward pres- 
sures on yen, is whether to sail with the 
wind as Takeshita appeared to advocate 
in his New York press conference, or to 
try to moderate short-term movements 
by intervention in favour of the dollar. 
The BoJ appears to be strongly in 
favour of the second course of action 
and may even have already started buy- 
ing dollars discreetly on the Tokyo mar- 
ket. But government intervention to 
“stabilise” the yen rate at a time of con- 
tinuing trade friction between Japan 
and the US could be politically risky as 
well as hard to justify in terms of the 
long-term competitive strength of Ja- 
panese industry. Given all these consid- 
erations, the BoJ's situation can hardly 
be described as enviable. oO 


the employers’ contribution will only 
account for something between 1% and 
2% of manufacturing costs for large 
companies. Relief of CPF will not, in it- 
self, be enough to help manufacturers 
greatly, and they will still be looking to 
further help in the forthcoming econo- 
mic package. 

Criticism of the CPF move came 
from an unexpected quarter in a strong 
editorial in the Business Times, which 
questioned the thinking behind it, 
mainly on the grounds that it would be 
implicitly unfair by rewarding undeserv- 
ing companies as well as the deserving 
— possibly even more so if they had 
failed to cut their workforce and install 
labour-saving machines. 

Heavy tax cuts or even a one-year tax 
holiday would be an alternative which 
would be more equitable, the editorial 
suggested. Although it would benefit 
the high-tax payers, these were gener- 
ally the better managed and more effi- 
cient companies, and were more likely 
to put the extra funds to good use. To 
replace lost revenue, the newspaper 
suggested, there could be a once-only 
subversion payment by profit-making 
statutory boards from accumulated 
surpluses which had arisen from their 
monopolistic position and freedom 
from taxation. oO 





ow we x IR SS 











“ RM 
i 


Pw 


E S ES. Loviocik-usn 
|| ECONOMIC RELATIONS - 
3 * Uu é ( f s , a i : ! 


.| Canada's energy crunch 


4 Japan pulls out of an LNG deal and a coal project is in trouble 


| By Ashley Ford in Vancouver 
su half a decade of negotiations 
between Japanese power utilities 
and a succession of Canadian consortia, 
the death blow has been delivered to a 
proposed C$2,5 billion (US$1.8 billion) 
= | project that would have sent 140 billion 
| ft?ofliquefied natural gas (LNG) annu- 


#4 . ally to Japan for the next 20 years. The 


i - final blow for the ill-fated venture was 
said to be the collapse in world oil 


x | prices, but in reality the project was in 


trouble from the very outset. 

In 1980 when oil prices were rising 
and pollution-conscious Japanese 
utilities were casting about for a safe 
and secure long-term source. of energy 
they looked to the western Canadian 
gas industry as an alternative to their al- 
ready heavy dependence on Indonesian 
LNG. The British Columbia Govern- 
ment of Premier Bill Bennett gave its 
approval to a Canadian consortium led 
by the financially troubled Dome Petro- 
leum to build a gas liquefaction plant on 
the northern coast of British Columbia, 
despite dire warnings from the energy 
industry. Critics said the government 
should have chosen the more financially 
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sound competing consortium compris- 
ing Western Transmission, the Cana- 
dian — Government-owned Petro- 
Canada and Mitsui and Co. of Japan. 

. The deal was expected to give the 
hard-pressed western Canadian econ- 
omy a major boost and also give its gas 


industry its first major stake in the 


Pacific Basin. Now, the industry will be 
forced to look again to its sole tradi- 
tional market in the US for increased 
sales, which will be difficult in view of 
falling oil prices. 

The LNG project, which would have 
seen gas flowing to Chubu Electric 
Power Co., Toho Gas Co., Chugoku 
Electric Power Co., Kyushu Electric 
Power Co. and Osaka Gas Co. was dealt 
a grievous blow last year when Osaka 
Gas pulled out of the deal (REVIEW, 7 
Mar. 85). But after Dome removed it- 
self from the arena and a new consor- 
tium took over headed by Mobil Oil 
Canada and Petro-Canada, the project 
was still being given an even chance of 
getting off the ground. 

The project called for the construc- 
tion of an LNG plant at Grassy Point, 


Holmes goes a-courting 


The long-awaited share rald on BHP has started 


By Hamish McDonald in Sydney 


At bid by Australian corporate 
raider Robert Holmes a Court for 
control of the country’s biggest enter- 
prise — the oil, minerals and steel giant 
Broken Hill Proprietary Co. (BHP) cur- 
rently capitalised at close to A$10 bil- 
lion (US$7.2 billion) — has left 


ET sharemarkets puzzled and sceptical by a 


smokescreen of conditions. 

Holmes à Court announced a long- 
expected partial takeover on 4 Feb- 
ruary, after building an 18.876 stake in 
BHP through shares and options. 
Through Bell Resources (in which his 
parent company Bell Group holds 46% ) 
he offered A$7.70 cash for 250 million 
BHP shares, equivalent to 20% of the 
equity, with the alternative of one Bell 
Resources share (selling at around 
A$5.10) plus A$2.50 cash. ANT 

The bid, potentially involving an 
outlay of A$1.925 billion, is the largest 
yet in Australia. Already by far the 
biggest shareholder in blue-chip BHP, 
Holmes à Court would, if successful, 
gain effective control — with the 





*- 


numerous institutional shareholders al- 
ready having shown their faith in his abi- 
lity to reshape the company into a better 
performer. With an A$774 million net 
profit in the year to 31 May 1985 and a 
first half result of A$586 million point- 
ing to a A$1 billion-plus result in the 
current year, BHP management main- 
tains no one could do better without 
plundering investments essential for 
long-term growth. 

The hedged terms of Holmes à 


Court's bid led BHP chairman Sir James 


Balderstone to dub it *worthy of deri- 


sion" and suggest Holmes à Court was - 


desperate to be bought out by a “white 
knight." Institutional shareholders such 
as the Australian Mutual Provident So- 
ciety also said the bid so far seemed de- 
signed not to succeed. 

Holmes à Court put seven conditions 
on the bid. As well as acceptances for 
250 million shares and a seat on BHP's 
board, these stipulated no changes to 
the takeover codes during the course of 
the bid, nor any *material change" in 
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capacity of 2.9 million tonnes annually. 


The gas would have been drawn from 
British Columbia and neighbouring Al- 
berta on a 50-50 basis. | 

As it turned out, . Canadiar 
negotiators were arriving in Tokyo ir 
late January for what eventually turnec 
out to be the final round of talks, as oi 
prices slipped below US$20 a barrel 
sealing the project's death. The Japan 
ese wanted the price of the gas peggec 
to the plunging price of crude oil. 

The Canadians eventually decide« 
they would not make enough mone! 
and the Japanese decided they couk 
buy their energy cheaper elsewhere 
notably Indonesia. 


Ana yst say the original consortiur 
choice was ill advised, but the fat: 
blow was probably the withdrawal c 
Osaka Gas. With it out of the running 
the volume of gas the Japanese wer 
willing to buy fell dramatically, maki. 

the economics of the project even mor 
shaky. The Japanese were also worrie 
about the project financing. The Can: 
dians were only putting up 2076 of th 
money with the rest coming from th 
Export-Import Bank of Japan. To mak 
this scheme work required the Japanes 
to commit themselves to long-teri 
fixed pricing and they would not d 
so 


A Mobil spokesman said fallin 
world oil prices were the final cemer 
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Holmes à Court: corporate raider. 


the import parity price set for Ba 
Strait crude oil — BHP's main incon 
earner. 

These latter conditions, if retaine 
when formal offer documents are i 
sued, would scuttle the bid. Australie 
state and federal attorneys-general ha! 
agreed to rush through, possibly | 
April, amendments to the takeov 
rules outlawing precisely the kind : 
partial bid Holmes à Court is makin 
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block around the project's neck and 


lespite reassuring words from the pro- 
vincial government that the project 
might be revived at a future date, other 
industry sources said it is gone forever. 

The project's demise was the latest in 
a series of hammer blows to have fallen 
on the Canadian energy industry, ironi- 
cally in the wake of the recent state visit 
of Japanese Prime Minister Yasuhiro 
Nakasone. The Japanese leader, ner- 
vous over impending “free-trade” talks 
between Canada and the US, had called 
to ensure that Tokyo's interests would 


oe 
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Japanese st 


y DIT T ini à E NC 
I: cutting coal intake. 


Instead of allowing acceptances on a 
"first come, first served" basis until the 
targeted equity is met, the bidder would 
have to buy a proportion from each 
shareholding. This is designed to curb 
the stampede of investors anxious not to 
be left among the powerless minority 
after a takeover has gone through and 
share prices fall. 


LES Australian oil price, matched to 
world market prices since the *oil 
shocks" of the 1970s to encourage con- 
servation of local resources, is next due 
for its regular two-monthly adjustment 
on 1 March. Given the dramatic slump 
in world prices from January, consumer 
expectations are building for a sharp 
lowering of the import-parity price. 
This is not only causing agony in the 
cabinet of Prime Minister Bob Hawke, 
which stands to lose about A$1 billion a 
year in oil revenue if the local price was 
fully adjusted to early February world 
rices, it also cuts heavily into the earn- 
ings of local oil producers. In De- 
cember, when the world market indi- 
cator was US$28 a barrel, BHP manag- 
ing director Brian Loton said that every 
US$1 fall in the oil price would trim 
BHP's net profit by A$16 million to 
A$17 million a year. The oil division 
sontributes some 60% of BHP's profit. 
The oil-price outlook works both for 
ind against Holmes à Court. If share- 
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not be harmed in the negotiations and 


also to assure Canada that Japan would 
live up to its various trading obligations. 
But subsequent Japanese actions have 
left Canada wondering about the sincer- 
ity of the prime minister's statements. 

The day after he left for Tokyo, Ja- 
panese steel mills told Vancouver-based 
Westar Mining, Canada's largest coal 
epar that thcy were cutting by C$1 
to US$49 a tonne the price of metallurgi- 
cal coal they buy, and will also reduce 
their annual 2.5 million-tonne intake by 
150,000 tonnes. While the same treat- 
ment has been handed out to competing 
Australian and US mines, the latest cut- 
backs are worrying the operators of 
BC's huge northeast coal development, 
which was built at the initiative of the 
Japanese steel industry (and partly fi- 
nanced by the Japanese). 


he BC government was the prime 

mover for the C$3 billion development 
but with the world glutted with coal, the 
northern mines’ viability is now under 
close scrutiny, Those economic worries 
escalated dramatically when Denison 
Mines, operator of Quintette, the larger 
of the two northeast fields, recently an- 
nounced it was writing off its total 
C$240.7 million investment. While the 
neighbouring Bullmoose mine, operat- 
ed by Teck Corp., has operated flaw- 
lessly since production in the rugged 
foothills area of the Rocky Mountains 
Started up in 1984, Quintette has 


markets rate BHP’s share price down- 
wards, his offer becomes that more at- 
tractive. In the two days before the bid 
BHP had lost 44 A cents to A$7.14 on 
reduced profit forecasts. The bid lifted 
the price to A$7.60 before doubts about 
the bid conditions eased it to A$7.22 the 
morning after. On the other hand Bell 
Resources likewise sees its existing 
BHP holding trimmed in value, and 
could face narrower margins or even 
losses on share options exercisable later 
this year. Between August and October 
Bell Resources can choose, or be called 
upon, to buy 70 million shares at an ef- 
fective A$7.11 each from Adelaide 
Steamship. This 8% equity then needs 
to be serviced by Bell Resources. 

So far Holmes à Court, 48, has en- 
joyed the market both ways: the higher 
the BHP share price the more the value 
of his equity and the greater his borrow- 
ing power; the lower the share price the 
easier a bid becomes. Born in South Af- 
rica, the Perth-educated lawyer began 
his sharemarket career in the late 1960s 
by purchasing a struggling woollen mill 
in Western Australia. His first attack on 
BHP met scorn: three days after buying 
a Perth tractor dealer in August 1983, 
he offered two of its shares for each 


BHP share. Renaming his company 


Bell Resources, Holmes à Court offered 


more of its shares six months later in a 
tender bid for 16 million BHP shares — 





rite-down, carried out at the 
insistence of Denison’s auditors, means 
the mine is no longer shown as an asset 
on the company’s books, though it will 
continue to operate. (Canadian banks 
which were among a 56-member con- 
sortium that provided part of the C$816 
million financing for the mine are also 
understood to have written down some 
of their loans.) Denison holds a 50% 
stake in Quintette. The other partners 
are a consortium of Japanese steel mills 
and Charbonnage de France, the 
French state-owned coal company. 
Analysts say Quintette is now in seri- 
ous trouble and needs a price of C$94 a 
tonne to be financially viable — far 
above the current world price of around 
C$70 a tonne. The Japanese have al- 


ready forced a C$8.50 price cut to ' 


C$82.50 a tonne and the contract is up 
for review again in 1987. The steel mills 
have asked Quintette to cut its ship- 
ments this year by 5% and there are in- 
creasing fears further price and volume 
cuts will be imposed on both operators. 

. Both the Canadian and BC govern- 
ments have enormous financial stakes in 
the northeast development. Both 
poured millions of dollars into the infra- 
structure to make the area accessible to 
specially developed port facilities at 
Prince Rupert. Any action by the Ja- 
panese which put that investment in 
jeopardy would set off a major diploma- 
tic row. 


which netted him about 6.5 million 
shares. 

Since then Holmes à Court has been 
a parasite fish the BHP whale cannot 
shake off. BHP's management has 
courted shareholders as never before, 
increaSing dividends dramatically and 
touring world financial capitals to talk 
up the share price. To some extent, 
however, gratitude has rubbed off on 
Holmes a Court for gingering up a con- 
servative management that tended to 
act like a private government. 

Assuming Holmes à Court is not 
looking for a way out, or perhaps a 
strategic retreat to fight another day, 
the bid could require him to put up some 
A$2.4 billion by the end of the year — 
A$1.925 billion for the 250 million BHP 
shares on the full cash basis, plus A$498 
million to exercise the Adsteam op- 
tions. Without giving names, Holmes a 
Court said conventional credit lines — 
“no funny finance . . ; no equity by the 
banks" — were ready. Westpac Bank- 
ing Corp., Standard Chartered Bank 
and Citibank were mentioned as possi- 
ble lead banks. How he hopes to service 
that debt on a dividend flow of perhaps 
A$400 million is the other secret. Per- 
suading fellow shareholders to float off 
the present BHP divisions as separate 
companies might be one answer, de- 
spite his recent disavowals of break-up 


plans. Oo 


d with poor-quality coal. | 
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Family obligations 
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Private debts complicate the picture for Wah Kwong Shipping 


By Nick Seaward in Hongkong 


At a long period of stockmarket 
concern over the financial health of 
Wah Kwong Shipping and Investment 
Co. (Hongkong), the territory’s third- 
largest shipping company finally admit- 
ted on 28 January that it was unable to 
meet its obligations on the repayment of 
principal to lenders. A statement issued 
by the company said a suspension of 
trading in its shares on Hongkong stock 
exchanges had been requested pending 
an assessment of its financial viability by 
merchant bank Amex Asia, a subsidiary 
of American Express Bank. 

According to the statement, the 
Chao family (which controls operations 
through a 45% shareholding) has re- 
ceived the support. of Standard Char- 
tered Bank. The company also said that 
Chao patriarch and Wah. Kwong chair- 
man, T. Y. Chao, has contacted some of 
the company's major lending banks 
*and has received indications of support 
for a restructuring of debt if this should 
prove necessary.” 

All principal, interest and trade obli- 
gations had been met in full up to 27 
January and Wah Kwong said .its aim 
was to maintain payments on interest 
and to trade creditors. Standard Char- 
tered has agreed in principle to the pro- 
vision of a standby credit, provided 
other creditors cooperate in keeping 
Wah Kwong going pending the outcome 
of Amex Asia’s assessment. 

This is the second time in less than six 
months that the American Express 
group has been brought in to sort out 
the mess of a major Hongkong Shipping 
company. In September, Shearson 
Lehman Brothers Inc. was appointed fi- 
nancial adviser to the privately held in- 
terests of the C. Y. Tung group. Apart 
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from Amex Leasing’s unfortunate foray 
into Grand Marine Holdings in 1982, 
American Express has kept a low pro- 
file in ship finance in East Asia but now 
it faces the daunting task of restructur- 
ing debts owed by both groups totalling 
more than US$2 billion. 

Banking sources have suggested that 
the reason for Amex’s appointment 
stems from this lack of experience — it 
may indeed turn out to have been one of 
the few financiers without any signifi- 
cant exposure to both groups. Estimates 
of Wah Kwong’s indebtedness vary, but 
most settle around the HK$4 billion 
(US$512.8 million) mark —and judging 
from reports that it has already pro- 
vided US$10 million in standby credit, 
Standard Chartered is the lead lender. 
As in the case of the Tung group, how- 
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t likely that the private 
interests of the Chao family will have 
indebtedness to match the public 
side. 

Personal guarantees given by the 
Chao family on public-side debt are 
likely to have made a solution to Wah 
Kwong’s problems impossible without 
the inclusion of the privately owned 
companies in the» attempted debt re- 
structuring. An added complication is 
that since 1984, Wah Kwong has owned 
4596 of Venture Lines (VL), a company 
set up and controlled by the Chao family 
with assets consisting of 13 of the fami 
ly’s ships — more than half of which, in 
cidentally, have lost their charter: 
within the past six months. 

It is this earlier purchase of the stak« 
in VL that could be prompting tht 
banks to think hard before handing ove 
any more cash to the Chaos. Havinj 
failed on two occasions to place 20% o 
VL’s equity with investors in Hongkon; 
and London, Wah Kwong bought 45% 
in 1984 — a move described to shan 
holders as a sound investment by th: 
management at the time. Since then, i 
has transpired that five of the VL flee 
was on charter ultimately to the now 
moribund Sanko Steamship of Japai 
and two on to a small-time line 
operator, KKL Kangaroo Line, whic 
ceased trading in January. | 

Kangaroo Line had three ships o 
charter from Wah Kwong as well. Brok 
ers estimate that since 1982, the Cha 
family interests have lost charters on c 
least 13 ships. This figure does not ir 
clude three of the Sanko ships whic 
were taken on by their Japanese trac 
ing-house guarantors and two out c 
four ships formerly chartered out t 
state-owned Irish Shipping — whic 
went spectacularly bust in 1984. Th 
publicly owned fleet now stands at 2 
ships totalling some 2.5 million dw 
compared with 43 ships (including ship 
on order and joint ventures) totalli 
3.2 million dwt at the end of 1983. f 
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Comment 


+5.6 ¥8 Current profit for 1986 forecast to be lower at ¥43.2b a 
(¥7) sales Y 1.05t. 
H31 Dec. | A$60.2m +357 A$390.2m +241.1 2.5¢ Core insurance grew 82% but investment income fre 
(US$43.1m) (US$279.1m) (2¢) stockmarket play multiplied nearly eight times to accot 
for 63% of total revenue. 


First full-year results show effect of increased tonna 
shipped from former Utah open-cut mines to diversify! 
markets, countering static prices and volumes to Japan. 


Second-half dividend Baht 25 vs Baht 25, payable 28 Mar. 
shareholders registered on 10 Mar. 







—HK$10.8m 
(US$1.4m) 





nil 
(8¢) 


Loss compared with HK$12m profit in previous interim peri 
Losses expected to be smaller for 1986. Bank 62% owned 
government-controlled Overseas Trust Bank. 
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Grains of a new 


idea 


Abolition of Thailand’s rice price-support scheme will boost trade 


By Paisal Sricharatchanya in Bangkok 


Flowing major policy changes that « 
saw the abolition of the controver- 2 
sial paddy price-support scheme and the £ 
removal of most export-related regula-2 
tions and taxation, Thailand is poised) © 
once again to accelerate overseas rice? 
sales under a new policy that em-* 
phasises free trade. Failure of the price- 
support scheme and the various regula- 
tions erected by former commerce 
minister Kosol Krairiksh were blamed 
for a marked exports slowdown as well 
as depressed prices during December- 
January. 

The 199,000 tonnes shipped in De- 

ember were the lowest monthly sales 
since April 1983. Total exports declined 
from a peak of over 4.5 million tonnes in 
1984 to roughly 4 million tonnes last 
year. 

Shortly after Kosol’s resignation, the 
price-support scheme, which was his 
brainchild, was scrapped during an eco- 
nomic ministers’ meeting on 20 
January. Also abolished in the same 
stroke were several regulations imposed 
by Kosol during his final days in office 
— notably a quota system, plus extra 
requirements for four large export- 
er groups to stockpile 750,000 tonnes 
— that were seen as retos ex- 
ports. 

The export premium (a kitid of tax) 
on low-grade and glutinous rice was 
scrapped and, barely two weeks later on 
31 January, the premium on high-grade 
rice and par-boiled rice was also re- 
moved. 
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Thai rice farmers: meme ena. 





The January decision represents a 
triumph for the free-trade advocates in 
the government. 
known views of the prime minister’s 
chief economic adviser Virabongs 
Ramangura, Commerce Minister Surat 
Osathanukroh and Deputy Prime 
Minister and Foreign Minister Siddhi 
Savetsila (who is also interim leader of 
the Social Action Party to which Kosol 
belongs) reportedly felt that the best 
solution under the currently depressed 
world market is to remove all export 
barriers in order to accelerate sales of 
Thailand's huge surplus. Once that is 
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achieved, they. believed, domestic 
prices would pick up. N 

However, some senior bureaucrats 
in the Commerce Ministry feared 
the consequences of completely free 
trade. 

A handful of large Sino-Thai trad- 
ing houses, they argued, might even- 
tually monopolise the export trade 
while unscrupulous traders offering low 
prices to overseas buyers but later 
finding it difficult to fulfill the orders 
might damage the country’s reputa- 
tion. 

The new system is. still not com- 
pletely free as the mandatory stocking 
requirements for exporters — though 
lowered from 2,000 tonnes during the 
peak season to 500 tonnes, and from 
1,000 tonnes to 250 tonnes thereafter — 
remain. 

Two days after the policy change and 
in a political gesture that won wide- 
spread appreciation here, China inked 
an agreement to buy 200,000 tonnes of 
rice at prices slightly above world-mar- 
ket levels plus 110,000 tonnes of maize 
(see page 38). 

With another 200,000 tonnes com- 
mitted by Malaysia plus a 300,000-tonne 
potential order from Senegal now in the 
works, exports are set to pick up. In ad- 
dition, long-time customers have con- 
tinued to buy: the Soviet Union, for 
example, ordered 100,000 tonnes of 
Thai rice for first-quarter delivery to 
Vietnam. Trade analysts expect domes- 
tic prices to rise in the longer run in re- 
sponse to more overseas orders. In the 
meantime, however, the removal of 
premiums and the release of massive 
stocks held by the four exporter groups 
are further dampening prices. In the 
week after the policy change, export 


pricese of high-grade 100% B rice 
weakened US$1-3 a tonne to US$190- 
191. oO 





s EFFECTIVE EXCHANGE RATES 
Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 1 Feb. | 
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| HONGKONG: An anticipated surge ahead of the 
| Chinese New Year holidays has so far failed to de- 
| velop. The market was depressed by rumours of 
| financial trouble at a number of small banks and 
| the suspension of trading in Wah Kwong Shipping 
| in the wake of a debt-restructuring scheme. The 
| company was rumoured to be trimming its share 
portfolio to raise funds. The Hang Seng Index 
managed to regain some lost ground on the last 
trading e to close at 1,702.38, down 40 points on 
the period. Volume totalled a daily average of 
| HK$202.03 million (US$25.9 million). 


E 
TOKYO: The Dow Jones Average moved higher 
| during the period, closing at 13,043.61 points on 1 
| Feb. Volume was up to a daily average of 388.8 
| million shares. Investors looked for issues which 
| would profit from lower oil prices, such as airlines 
| and other transportation sectors. Second-section 
| issues were bought heavily, in particular those as- 
sociated with semiconductors. Analysts expect 
even lower oil prices could start a bull run. Blue 
chips rose briefly but were beaten back by profit- 
| takers. Big institutional investors inexplicably 
| kept to the sidelines. 
| SINGAPORE: The market finished sharply up 
| owing to a jump of more than 50 points in Fraser's 
. Industrial Index on the last day of the period, 
which closed at 3,469.42. Singapore Airlines kept 
up momentum, finishing at S$5 55 (US$2.6) com- 
pared with S$5 (its issue price) a week earlier. 
| Trading volume was patchy throughout the 
period, averaging out at 7.47 million shares a day. 
. Despite continued concern over Tan Koon Swan's 
. arrest, the market seemed to be poised for a trad- 
| itional Chinese New Year rally — albeit late — 
though the recovery could have been due to short 
. Sellers covering their positions. 


| KUALA LUMPUR: The market was quiet for the 


better part of the period as nervousness over 
further charges slapped on businessman-politician 
| Tan Koon Swan dommated. Rumours that more 
| corporate figures were under investigation also 
kept investors at bay. On 30 Jan., however, there 
was a sharp and inexplicable rise in activity, with 
blue chips Cold Storage and Cycle and Carriage 
| enjoying the highest gains. A daily average of 
-. 6.49 million shares were traded for the period, 
valued at M$9.79 million (US$4 million). Fraser's 
. Industrial Index gained 13 points to close at 

2,323.19. : 


AUSTRALIA: Markets rose to record heights on 
| spectacular rises in Rupert Murdoch's News 
.. Corp., raider Larry Adler’s FAI Insurances, and 
market leader Broken Hill Proprietary (BHP). 
BHP jumped 16 A cents to A$7.20 (US$5.2) on 30 
Jan. as a result of the duel between its manage- 
ment and attacker Robert Holmes à Court for 
shares at the expiry of January options. But the 
- following trading session saw BHP's price plunge 
| by20 A cents with loss of this special appen, and 
| with analysts re-rating it as a major oil producer 
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standing to lose earnings substantially from falling | (US$7 million). 
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ond prospects help some 
: SOUTH Korea led gainers in Asia for the period to 3 Feb., spurred on by rumours of 
| more bonds to be issued overseas by major local companies. Hongkong suffered a 


| sharp setback in the wake of poor corporate news. 


oil prices. News Corp. rose on reports that Mur- 


doch's London newspapers had outflanked the 
British print unions while FAI gained on a four- 
fold increase in half-yearly profits. 


NEW ZEALAND: The market opened in a bearish 
mood with concern mounting over rising interest 
rates and tightening liquidity as the March tax 
time nears. However, the market rallied at mid- 
period — a partial bid for 5 million shares in Car- 
ter Holt Harvey helped to spur the market. 
Offshore and institutional interest was apparent 
among other leaders. 


TAIPEI: The weighted price index ended at 
885.14, up 7.56 points from the previous close. 
Volume was particularly heavy. A number of in- 
stitutional investors were selling off chunks of 
their portfolios to take advantage of the index 
having reached or surpassed the level at which 
they bought heavily into the market more than a 
year ago. With continuing excess liquidity in the 


banking system, many small investors were buy- 


ing, thus pushing the index up overall for the 
eriod. Average daily transactions were a high 
NT$2.21 billion (US$55.1 million). 


MANILA: Average daily turnover amounted to 
P2.46 million (US$129,473), the lowest since the 
start of the year, as the market marked time ahead 
of the 7 Feb. “snap” presidential and vice-presi- 
dential elections. Share prices traded within nar- 
row ranges, with the mining and commercial-in- 
dustrial sections accounting for 53.8% and 43.2% 
respectively, of total turnover. The mining index 
inched up by 0.88 of a point to close at 754.34, 
while the commercial-industrial indicator gained 
0.32 to 168.39. The oil market slipped back by 
0.047 to 0.802. 


SEOUL: A fresh swell of optimism pushed the 
composite index up to 163.43 points, up 7.46 
points from the previous period. The bull run was 
aimed mainly at large sopa d amid rumours of 
possible overseas convertible-bond or depository- 
receipt issues in the early part of the year. The an- 
nouncement of a new tranche for the Korea Fund 
nd. ie boost spirits, along with a generally bullish 
feeling about the performance of the economy as a 
whole for 1986. Transport equipment rose 45.28 
points, and chemicals were up 13.2; losers in- 
cluded pharmaceuticals, which dropped 3.82 
points, and fabricated metals. Average daily turn- 
Over "OM 13.19 million shares to 33 million. 


BANGKOK: A lack of new incentives pushed 
most stocks into another broad retreat. The Book 
Club Index lost 1.64 points to finish the period at 
124.65. Tongkah Harbour, Bangkok Rubber and 
Thai Iryo were among the few gainers. Losers 
were led by Metal Box, Thai Industrial Gas and 
Mah BOUNEN Boosted by direct deals at sev- 
eral counters and a big lot transaction at Siam Citi- 
zens Leasing, the total turnover amounted to 2.3 
million shares, valued at Baht 185.71 million 
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Bank of E.A. 24.50 
Cheung Kong 19.80 
China Light 15.70 
CMB 12.40 
Conic 1.08 
Evergo 0.67 
F. E. Consortium 0.50 
F. E. Hotels 0.67 
First Pac. Holds 2.20 
Furama Hotel 4.30 
Great Eagle 0.69 
G. Island Cement 8.25 
Hang Lung Development 5.90 
Hang Seng Bank 45.75 
HAECO 22.40 
Henderson 1.86 
H.K. Electric 8.65 
H.K. & Ch. Gas 13.30 
H.K. & K. Wharf 7.05 
H.K. Land 6.40 
H.K. & S. Bank 7.85 
H.K. & S. Hotels 34.75 
H.K. Realty “A” 10.80 
H.K. Telephone 10.80 
HKTVB 6.05 
H.K. & Y Ferry 3.575 
Hopewell 2.20 
Hsin Chong 1.36 
Hutchison Whampoa 25.80 
Hysan Dev 0.66 
Jardine Matheson 12.10 
Jardine Sec. 13.90 
KMB 9.65 
Liu Chong Hing 1.84 
Miramar 3.95 
Nan Fung Textiles 29.60 
New World 6.25 
Orient O'seas H Suspended 
Paul. Y. Constr. 2.00 
Regal Hotels 1.25 
SinoLand 0.88 
Stelux 1.84 
SunH.K. Props 11.50 
Swire Pac. "A" 30.25 
Tai Cheung Ex. Div. 1.75 
Wah Kwong Props 0.81 
Wah Kwong Ship Suspended 
Wing On Holdings 2.00 
Winsor Ex. Div. 5.80 
World Int'l 2.45 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 

“The policy of opening up to the outside 
world has become a long-term fundamental 


policy of the government. The government 


first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " : 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country’s economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 


and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 








A guide to doing business 


(195 pages — liberally illustrated with colour PIN maps and ha) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice 
He is a graduate of Princeton Universitl 
and Columbia University Law School, 
where he was a member of the Board ol 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 
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LETTER 


he face of Ferdinand Marcos is 

plastered on the green metal gates of 
the Nasipit Lumber Co. even though it 
is hard to find a Marcos supporter here 
on the northern shore of Mindanao. Yet 
no one dares remove the posters of the 
Philippines’ president in this tiny town 
which residents say has been transform- 
ed by fear and caution. 

The farmers and timber company 
workers who live in this town of 28,000 
say Nasi -sapped in a violent, dis- 
ruptive crO*. * between the rebels of 
the commt?$,.0‘New People’s Army 
(NPA) on of “nd the government 
counter-insurg£.s€ ^ “ses on the other. 
Residents talk AD asught in the 

: : ^ e : 
middle with deswo.yo™ os ^s from 
° Š one X Á e e] 
the insignificant, so". e9 54€" 5 Y Yost- 
QW QN VW LM 
ers of an unpopula?^,-& *42** oh" the 
monumental, such as" o? a0. Keath- 
threat from one side ONO 3, 

"We're scared. We kag .0d.,0uths 
closed and our eyes clos;49*; we side 
with the military, the oness*the moun- 
tains [the NPA] will get us If we side 
with the ones in the mountair?* the mili- 
tary will get us," says Raymun* Abao, 
a district supervisor for the 159 mary 
schools in the area. It is a coment 
echoed again and again. M 

Into this tense terrain of extremes 
has entered the 7 February presidential 
election. While the campaign struggle 
between Marcos and the opposition 
candidate Corazon “Cory” Aquino has 
captured the attention of many towns- 
people, it seems remote compared with 
the immediate struggle between the NPA 
and the military. In short, the people of 
Nasipit feel the election's outcome will 
have little bearing on their lives., 

Like many other small towns of Min- 
danao, Nasipit is in territory considered 
"critical" by the Armed Forces of the 
Philippines (AFP). About 2,000 sol- 
diers of the 2nd Brigade of the 4th In- 
fantry Division have been placed in Au- 
gusan del Norte as a counter-insurgency 
force. The provincial headquarters of the 
Philippine Constabulary is nearby. To 
hear the residents tell it, the town of 
Nasipit is controlled by the military 
while the rural areas and the hills of the 
lumber company's timber concession 
are controlled by the rebels. 

Signs of what nearly everyone 
euphemistically calls “the peace and 
order situation” appear everywhere. 
Nasipit begins with a military check- 
point. Army sentries guard the home of 
Mayor Frederico Carmona, who says he 
has received warning letters from the 
NPA which have come to be seen as pre- 
saging assassination. Residents say they 
no longer venture outside after dark. 
Farmers say sometimes the military and 
sometimes rebels prevent them from 
bringing their produce to market. Other 
times, portions of their farm goods are 
confiscated. 
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Nasipit, 420 km southeast of Manila, 
exists because of timber. The lumber 
company, which was founded in 1946, 
now has 3,600 employees to log its 
158,000-ha timber concession and work 
in its processing plants. For both the 
company and the town commerce has 
been crippled by the insurgency. *Our 
only choice is to try to keep a balance 
between the two and not take sides. We 
walk a tightrope and pray we will sur- 
vive," says Arsenio Pineda, head of the 
logging operations. 

At the processing plant, close to 
where the military is stationed, soldiers 
arrive in military vehicles demanding 
petrol, Pineda says. Military vehicles in 
need of repair are brought to the com- 
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Nasipit families: threat from both sides. 


pany's machine-repair yard. One recent 
afternoon, an AFP truck containing 
five armalite-toting soldiers pulled up 
to where logs are dumped in the Nasipit 
harbour. At the soldiers’ direction, 
Nasipit workers cut and then loaded 
about three m3 of timber, worth about 
P1,000 (US$52) or a month's salary 
for a Nasipit labourer, onto the army 


truck. The soldiers come, for fuel- 


wood twice a week, according to the 
workers. 


n recent months, sparked by the re- 

bels' increased activity within the 
forests, the military has moved 100 
soldiers into the company's logging 
camp, deep within the forest. The 
soldiers ration the food supplies at 
the logging camp so that workers will 
have no excess to give to the rebels. 
Work schedules are constantly altered 
at the direction of the military and some 
areas of the concession have been 
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marked off-limits, company workers say. 
It is in the forest that the company also 


feels the burden of the rebels. Workers 


estimate about half the 1,000 loggers 
hand over between P5 and P10 each 
payday to the rebels, motivated more by 


.fear than sympathy. And, in a pattern 


that has been repeated throughout Min- 
danao, NPA members have found adher- 
ents and allies among the squatters who 
have moved on to the fringes of the con- 
cession area and, after burning clear a 
swath of land, plant crops for subsistence. 
Pineda says the company has taken to of- 
fering supplies and sometimes 
cash to groups of squatters, know- 
ing some of the offerings wil’ 
be passed along to the insu. 
gents. 

Despite the company's at- 
tempts to tread carefully between 
the military and the NPA, Pineda 
estimates productivity is down 
about 50%. Truck drivers, fear- 
ing ambush, refuse to travel after 
sundown, severely limiting the 
loads of logs arriving at the plant. 
Shortage of logs to process has 
slowed down operations, which 
partially led to the recent laying 
off of 400 employees and has add- 
ed to the cash-flow crisis that 
threatens to drive Nasipit Lum- 
ber Co. out of business. 

The future of the town and the 
lumber company are wrapped 
tightly together, and the insur- 
gency's interference has created 
a deep antagonism among resi- 
dents directed nearly equally at 
the rebels and the military. Sinc 
the military has a more visibl 
presence in the town, it often be- 
comes a closer target of complaint. Resi- 
dents seem to identify the military 
with Marcos and blame the administra- 
tion for military abuses. Yet, those 
who live in Nasipit do not seem to link 
Mrs Aquino and her candidacy with the 
rebels. 

"We don't care that much about 
ideology. We just want to be left alone," 
says Abely Jimiera, surrounded by a 
group of co-workers from the lumber 
company. Jimiera and his friends were 
talking about the unemployed sons and 
daughters of lumber company workers 
who made easy rebel recruits and won- 
dered whether they would accept the 
winner. Some said they doubted whe- 
ther the military would withdraw re- 
gardless of who won the election. 

One man said Nasipit already was 
looking like a war zone and, if something 
did not happen soon, there would be no 
turning back. The other men nodded. 

— Margaret Scott 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features > 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
ofthe years news stories. — 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


We give you Asia, 
minus the mystery, 


minus the myth: 
Asia 1986 Yearbook 


as 


sat 











country chapter has a Databox giving essential vita 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Yee 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man 
hours of work during the year. Every week, the Review: 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through 
out the region. This leading team of writers, analysts 
experts and research staff contribute (as they have reg 
ularly for 27 years) to keep the Asia 1986 Yearbook or 
top of events. To give you Asia minus the mystery 
minus the myth. To give you Asia as only the Far East 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


DEES Se RAS Coe Ce ES | BN ESAT OE CR GS SS Se Se GNMEEN 
To: Publications Division, i 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEastern Economic 





Please rush me copy/copies of the Asia 1986 Yearbook as . 
indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 


No. of copies [] by surface [] by airmail* 
Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 


No. of copies [] by surface [] by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Sanwa’s lead in China can do a lot 
for your business 


IO, 
d ties, new 


developments 

The Sanwa Bank, one 
of Japan's top financial 
institutions, has ties with 
China reaching back half 
a century. As a result of 
these long-standing rela- 
tions, Sanwa became a 
major partner in 1984 in 
China Universal Leasing 
Co., Ltd. (CULC)—the first 
undertaking of its kind 
with Chinese and foreign 


bank participation. CULC 
plays a prominent role 
today in assisting com- 
panies in China and 
promoting the country's 
economic development. 


A more extensive 
network 

To serve businesses 
throughout China, a far- 
ranging network is essen- 
tial. Sanwa's activities in 
the country are supported 


not only by CULC, but by 
offices in Beijing, Dalian, 
Shanghai, Shenzhen, and 
Guangzhou, and by one 
of the strongest banking 
bases in Hong Kong, 


The world's 

7th largest bank 
Forward-looking 

banking made Sanwa 

what it is today: the 

world's 7th largest bank*, 

with total assets of over 








US$109 billion and a 
vast global network. And 
all over the world, Sanwa 
bankers now offer more 
services than ever to sup- 
ort the expansion of 
buses with China. For 
the financing experience 
and special know-how that 
your international activi- 
ties require, just ask your 
Sanwa banker. And see 
what Sanwa's lead in China 
can do for your business. 


Sanwa bankers are working for you everywhere. 


e Sanwa Bank 
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INDONESIA: 


ZU SISUHnUCOnue 77e Friendly American 


MALAYSIA: ' 
A Challenge from Pas 
CHINA: l 

Kost’s Prison Years 
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Worth breaking your diet for 


At Hotel Nikko de Paris, we serve more than just the finest French and 
international cuisine. For when you dine at our acclaimed Les Célébrités — or 
our exceptional Japanese restaurant — you can feast on an unparalleled view 
of the River Seine. 

Elsewhere, you'll discover our special blend of Japanese and French 
cordiality. Along with the uniquely personalized service that has come to 
characterize the world of Nikko Hotels International. 

Just a few of the reasons why so many executives who stay with us 
depart saying three little words. 

“Pll be back.” 
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Nikko Hotels International provides 
management services to these outstanding hotels: 





LONDON The Montcalm 
PARIS Hotel Nikko de Paris 
DÜSSELDORF Hotel Nikko Düsseldorf 
NEW YORK Essex House Tbe art of bospitality. 
NARITA Hotel Nikko Narita 
OSAKA Hotel Nikko Osaka 
NAHA Okinawa Grand Castle 
BEIJING Hotel Beijing-Toronto 
JAKARTA President Hotel 
MANILA Manila Garden Hotel 
TAIPEI Hotel Royal Taipei o^. 
GUAM Guam Reef Hotel 
PALAU Hotel Nikko Palau i 
We also represent more than 80 other top hotels 
threuoheut tive world. j N | kko hotels 
international 
For reservations, call your travel agent, the nearest Japan Air Lines office or Nikko Hotels International 


Tokyo @ (03) 281-4321, Hong Kong @ 5-234318 
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Fron the Opera House, 


you look straight across to another of 


Sydney’s great 
achievements. 


the 
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Service polished to 
perfection. A style that 
could only be Regent. 
Inspirational views 
from a hotel that is 
itself an inspiration. 


REYNI 


A REGENT ®INTERNATIONAL HOTEL 


ALBUQUERQUE. AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DUSSELDORF. FIJI. HONG KONG 


KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY. 


SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555. 


In Bahrain 
you will find Regency 
elegance and personal service 
in the heart of Manama. 


THE REGENCY 
INTER*CONTINENTAL 
BAHRAIN 


THE ADVANTAGE IS INTER-CONTINENTAI* 


ry 
a THE REGENCY INTER: CONTINENTAL 
T P.O. Box 777, Manama, Bahrain * Telex 9400 Regent Bn 
Telefax: 240028 * Cable: Regent Bahrain * Tel: (973) 231-777. 


For reservations call: Hong Kong: 5-229879, Melbourne: 637219, Osaka: (06) 264-0666, 


Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777. 














How far in advance do you want to talk? The exciting 
development closest to us is the Ultra High Bypass 
engine. Using 50% less fuel 
than today’s turbofans, it’s 
ready to chop airline fuel bills 
in half. We've done extensive 17 pe 
wind tunnel testing of UHBs 7 Crt, 
on MD-80 aircraft and flight A — 
tests are set for 1987 on one 
of our MD-80 jetliners. An 
important plus we enjoy: We 
have current aircraft that 
can be modified to utilize 
UHBs-a real price benefit to our customers. 
Or we can build an all-new airplane if that's the 
best solution. 

We've also developed a system that draws in the 
laminar air flow building up on the wing, through 
a porous skin, and discharges it through the trailing 





Close-up of 
wing's porous skin. 


©1985 McDonnell Douglas Corporation 


BEFORE YOU ASK US “WHAT'S NEW?" 
BE SURE YOU HAVE A FEW HOURS TO LISTEN. 


: tunnel test evaluating ground effect. 








edge. The potential fuel saving: 20%. 

How about composites? With our experience 
building high-performance military aircraft were 
a long way ahead with whole wing structures oper- 
ational. On the commercial side, our DC-10 com- 
posite rudders have over 300,000 safe flight hours. 

We've been in the commercial transport business 
for over 50 years. 
We plan to be in it 
a great deal longer. 
For specifics about 
subjects touched 
on here, please 
write Dept. 
C1-C40, Advanced 
Products, Douglas 
Aircraft Company, Long Beach, California 90846. 


MCDONNELL 
DOUGLAS 


v NE 


DC-10 composite upper-aft rudder. 

























IS Combined 
responsible only 
fence of South 
gov rnment was and 
'onsible for the in- 
hi 1 South Korea. 
began — and the over- 
ajority of casualties occur- 
hen *Seoul dispatched ele- 
s of the Special Warfare Command 
J, one of several South Korean 






















ad, to cope with ‘demonstrations | in 

ju. The 20th Republic of Korea 
' Division, which re-entered the 
nore than a week after the SWC 
ithdrew, was part of the Combined 
»ces Command. Under existing 
reements, however, absent a specific 
uation with an increased external 



















' The successful candidate, based in Taipei, will receive 
H Mueve from Fidelity's investment staff in Hong Kong and. | 
. Tokyo with their extensive experience in Asian stockmarkets. | 


Ej 3 
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a With c over US$40 billion undies hanagement Fidelity is 
| on (| of the world's leading international investment _ 

com Dé nies: This senior role has been created to capitalise 
on the. emerging financial market in Taiwan. 


inform the Combined Commark ert at 


© Shim Jae Hoon replies: 1 erred in say- 


ireat to South Kb. Seoul 


a South Korean unit is being 
from the operational contr thi 
Combined Forces Command to meet- an 
internal requirement. In May 
Wickham had no choice as to whett er 
the 20th division. should be- relea e 
The release was automatic. e 

James A. Kelly 
Deputy Assistant Secretary 


(East Asian & Pacific Affairs) 
US Department of Defence 





Washington 


ing Gen. Wickham had actually ordered 
the suppression of the civil uprising in 
Kwangju in May 1980. Instead, I should 
have said that he and then US ambas- 
sador William G leysteen approved the 
Seoul government's request to deploy the 
20th division to put down the insurrec- 
tion (as Gleysteen has subsequently con- 
firmed in interviews with the press). As 
for the point on the release of troops 
under Combined Forces Command au- 
thority being "automatic," Gleysteen in 
these interviews says he and Wickham 

"reviewed" the South Korean request, 
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Although not essential, the ability to read Chinese and speak 
Mandarin would be advantageous. A high standard of spoken 
and written English is, however, essential. 


On completion of the assignment, projected to be three 
years, the potential for progression to other areas, within 
Fidelity both geographically and professionally, will be 
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Nepalese Constitution. m 
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of iu religio sas Christianin 
ever. a society’s acceptance of tf 
ous religious preferences s and the f£ 
dom to convert oneself without pres 
judice is very important for the social | 
harmony of a community. It can be «| 
seen throughout the world that dif 
ferent religions can co-exist side by 
side, so long as fanatics and “demigods” 
do not interfere with their conversion 
campaigns. Conversion must be on the 
basis of one's own conscience and not 
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~ For what is obviously a demanding new assignment, an 

. exceptional professional is sought. Portfolio management : 
expertise is vital; the minimum requirement of three years’ 

- experience should be further supported by a sound analytical 
~ background. 


The rewards reflect the importance of the post; an excellent 
salary will be offered, together with a substantial bonus (based 
on performance) and a significant non- -salary bereft 
package. | 











Write with full career details and present salary to: 

Peter J. Pearson, Managing Director, Fidelity International — 
Hong Kong, 3101 Alexandra House, 16-20 Chater Road, 
Hong Kong. 


| REPUBLIC OF CHINA 


E Age i is not as important as the maturity of personal lity to 
¿command respectat senior levels and work independently to 
; ihe very. highest ethical standards. 
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Narrabeen, New Sout | Wales Rex Shore More from MAS 

= : If Anthony Rowley's stockbroking-indus- 
try sources are "excellent" [LETTERS, 6. 
Feb.] as he-has claimed, they would 
have advised him that Part X of the 
Securities Industry Act 1973 is intended 
Bcormect; but ee are not illogical, If | to prevent market. manipulation and the 
-the number of vehicles owned by farm- | use of deceptive devices to defraud. Is 
ers increased by 200,000 over two years | Rowley prepared to state categorically 
while the number of vehicles on China's | that his “excellent” sources had informed 
roads was increasing at 30,000 a year, | him that forward-contract transactions 
logic indicates that the farmers have ac- | are prohibited under this part? If so, 
quired at least 140,000 new vehicles | perhaps he can state which particular 
which are not used on the roads. This | section in Part X his sources claim has 
could be due to a sudden boom in com- | the effect of making forward contracts 
bined paddy-harvesters, or perhaps | illegal and how this comes about? 
merely to a shortage of roads in the Before its administration was trans- 
more remote farming areas. ferred to the Monetary Authority of 
_ And as you are fond of nit-picking, | Singapore (MAS), the Securities Indus- 
-has the Singapore stock exchange really | try Act was administered by the Regis- 
- created 16 new seats ("four newseatson | trar of Companies (RoC). The mere act 
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APPOINTMENTS PROPERTY 


that they have. 





l MAS, Banking 
Singapore j net ens Depa 








e Anthony Rowley rep es: Part ? 
tion &4 (I) of the Securities Industr 
outlaws the creation of a “false o 
leading appearance of trading in ak 
securities.” Various. share buy- bac 
deals in Singapore were entered into c 
the basis that the seller-simultaneous 
contracted to enter into a similar type « 
arrangement, in respectvof other secur 
ties, with the buyer. This seems to be ju 
the sort of situation which.(1).(b) of Se 
tion 84 is designed to prevent. 
Transferring the administration of; 
Act to the MAS may not legally h 
conferred more powers uponithe autho 
ity than possessed previously by the f&ot 
but if the. MAS. was satisfied with. ti 
status quo why was the transfer effectec 
Surely in order to make better (or at lea 
greater) use of the relevant powers. 
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Novak Tonkin 
PROPERTY INVESTMENT 


AUSTRALIA 


SHOPPING CENTRE 


MAJOR TENANTS 


G.J. COLES, WALTONS — * 
2 BANKS & BUILDING SOCIETY 


RÀ 
28 SPECIALTY SHOPS 


NET RETUF N 1225 


PRICE 39. 3 MILLION (Aust -)| 



























Southeast A Asia 


Oxfam America, an international develop- 
ment agency, is seeking an experienced 
Projects Officer to develop a program stra-. 
tegy for Southeast Asia. Position is Boston- | 
~ based, with up to four months’ travel per 
year. May eventually relocate to region. . 
Analytical and communications skills, 3+ — 
years regional development experience and - 
substantial familiarity, at practical and po- 
licy levels, with development issues in the 
region. M.A. in relevent discipline preferred. 
Salary: $23,700-24,600. Send resume and. 
cover letter by March 15, 1986 to: Recruit- _ 
ment Committee, Oxfam America, 115 - 
Broadway, Boston, MA 02116. No phone 
rape pese 
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THIS WEEK 20 February 1986 


H aving tried to outmanoeuvre opposition forces by call- 
ing a snap presidential election more than a year ahead 

| of time, Philippine President Ferdinand Marcos miscalcu- 
| lated their ability to unify around Corazon Aquino and 
&! the mood of the country. The effect of the stalemate, with 

“| | ‘both sides claiming victory, has been to weaken Marcos’ 
“hold on power even if, as seems inevitable, he is even- 
tually declared the winner. Manila bureau chief Guy Sacer- 
LT -doti and chief correspondent Rodney Tasker analyse what 
— ——c"-*| happened and where the country goes from here, while 
other correspondents report from around the country and 


‘rom Washington, where a split has developed on policy towards the election. 


Pages 10-16. - 


Cover picture by Charlyn Zlotnik (Woodfin Camp). 










age 23 

large Chinese delegation — headed 
y\state:councillor Lu Ping — helps to 
clarify Peking’s positions on Hong- 
kong’s future administration after a 
month-long visit to the territory. 


Page 24 

Parti Islam is gaining ground in Ma- 
aysia’s Kedah state — a concern 
for the ruling National Front’s ma- 
ior party, Umno, and for Prime Minis- 
ter Mahathir who is Kedah’s most 
revered native son. 


age 27 

Jpposition parties are likely to 
»oycott the Nepalese general election 
Jue to be held on 12 May. 


Page 28 
The price of Golden Triangle heroin is 
sing sharply, but officials wonder if it 
S due to stepped-up attacks on traf- 
kers or consolidation of the trade 
y opium warlord Khun Sa. 


Page 30 

A Thai communist guerilla sentenced 
to death by a military court might be 
saved through a royal pardon. 


Page 30 

3angladesh and India could be the 
ext targets of the US anti-abortion 
obby for a cut in UN family-planning 
aid. 


?age 36 

Nashington relaxes controls on tech- 
10logy sales to India in hopes of reap- 
ng political rewards. 


"age 40 

ndonesia is about to receive a new 
American ambassador, a visit from 
Reagan and. perhaps permission to 
Quy the Los qune m F16 fighter- 
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Page 42 

The Pope's visit to India highlights the 
problems of the Roman Catholic com- 
munity in the country. 


Page 52 

Studies backing Malaysia's just-re- 
leased 10-year industrial plan suggest 
Kuala Lumpur will have to modify its 
New Economic Policy. 


Page 59 

Taiwan is concerned that efforts to 
raise the level of its industrial technol- 
ogy are moving too slowly in the face 
of mounting barriers in overseas mar- 
kets to less-sophisticated products. 


Page 73 

Indonesia blocks the sale of control of 
a big oil-palm plantation to private in- 
terests, but leaves the door open to 
privatisation. 


Pages 74-75 

Malaysia's tin industry toys with the 
idea of pulling out of the International 
Tin Council. Meanwhile, members of 
the ITC are still unwilling to contribute 
enough to get the London tin market 
operating again. 


Page 77 

Falling world oil prices cause US 
banks to worry over loans to Asian 
borrowers. 
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_Backpage Letter: Nuwara Eliya 
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REGIONAL AFFAIRS 


Cover story: Standing polls apart 
Marcos fights back to stem the ‘Cory’ tide — 
‘| don't believe that he will never give up’ — 
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-| Japan's Prime Minister Yasu- 


hiro Nakasone told parliament 
that he would not visit Moscow 
during 1986 unless there was 
major progress in the settle- 


| ment of the Northern Ter- 


ritories' dispute with the Soviet 


F . Union. Nakasone added that 
. Japan was not interested in a 


compromise settlement cover- 


.| ing two of the four islands mak- 
Wing up 


the Northern Ter- 
ritories. Any acceptable ar- 
rangement with Moscow would 
have to include all four islands. 

Nakasone's statement ap- 


.| parently reflected pressures on 


. the government from the right- 


Hh wing of the ruling Liberal 


Democratic Party not to give 
way on the islands isssue. Pres- 
sures for a tougher line towards 
Moscow began to build up 
within the party immediately 


| after the January visit of Soviet 
— Foreign 


Minister Eduard 


| Shevardnadze, in which the 
-| Northern Territories issue was 


discussed between the two gov- 
ernments for the first time in 


| more than five years. 


— Charles Smith 


| i Keen contest for HK 


.| municipal elections 


| Seventy-nine people are stand- 


| ing for election to the 27 seats 





3 | in the Urban Council and Re- 


gional Council on 6 March in 
which a quarter of the Hong- 
kong population is eligible to 
vote. The two councils have 
jurisdiction over environmen- 
tal hygiene, hawkers, cultural 
and recreation facilities. Half 
the candidates are profession- 
als, with businessmen and so- 
cial workers comprising 
another one-fifth each. Two 


candidates have been returned 


unopposed. — Emily Lau 
Malaysians object to 
Goh's remarks 


The Malaysian Government 
has objected to Singapore First 


E = Deputy Prime Minister Goh 


Chok Tong's remarks on 29 
January, that *the MCA [Ma- 
laysian Chinese Association] is 
not in charge in Malaysia." 
Goh was replying to a question 
about the Johor MCA's earlier 
threat not to support a renewal 
of Malaysia's contract to sup- 
ply water to Singapore 


- (REVIEW, 13 Feb.). 


In a statement issued after 


its weekly meeting on 5 Feb- 
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ruary, the Malaysian cabinet 
called Goh’s statement “irres- 
ponsible.” Malaysian Deputy 
Foreign Minister Datuk Abdul 
Kadir Sheikh Fadzir, who 
handed a formal note of protest 


to Singapore's counsellor in 


Kuala Lumpur, Lin Chung 
Ying, the next day — the first 
ever to Singapore — told Lin 
that “we must take care of each 
other's heart and feelings as we 
are neighbours." The present 
tensions centre on the arrest 
and upcoming trial of MCA 
president Tan Koon Swan by 
Singapore authorities. ~ 

. — Suhaini Aznam 


Kim Young Sam 
joins the NKDP 
Dissident leader Kim Young 
Sam has formally joined the 


main opposition New Korea. 


Democratic Party in a move 
which is expected to raise ten- 
sion. Kim, whose full political 
rights were restored after the 
February 1985 elections, pre- 
ferred to stay out of the party in 
sympathy for his colleague, 
Kim Dae Jung, who remains 
banned from political activity. 
The two Kims are apparently in 
agreement on Young Sam's 
latest move. 

On entering the party, Kim 
called for a national dialogue 
on democratisation and reiter- 
ated the party's plans to soon 
launch a signature campaign 
which will aim at a revision in 
the current constitution to 
enake a direct presidential élec- 
tion possible. In anticipation of 
such a campaign, the govern- 
ment has announced its inten- 
tion to arrest activists seeking 
signatures. with charges carry- 
ing up to three years' imprison- 
ment. — Paul Ensor 


Rebel Nagas repel 
Burmese attack 

A Burmese operation to flush 
the exiled *People's Republic 
of Nagaland" out of its terri- 
tory ended in failure in De- 
cember last year, it was learn- 
ed. The headquarters of the 
exiled group run by the Na- 
tional Socialist Council of 
Nagaland, located at Iphai 
close to the Indian border, was 
attacked by Burmese troops on 
20 December. But the Nagas, 
who had vacated their head- 
quarters for a few hours, 
mounted a counter-attack and 
recaptured it. Fierce fighting 
continued for 11 days and 
casualties on the Burmese side 
was heavy, with the command- 
er, Lieut-Col Tankhalin, being 
killedinaction. — Mohan Ram 
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British banks to open 
Tokyo securities units 
Four British banks plan to es- 
tablish securities operations in 
Tokyo through their sub- 
sidiaries or merchant banks. 
They are National Westmins- 
ter Bank (through wholly 
owned subsidiary County 
Bank); Midland Bank 
(through ^ merchant-banking 
arm Samuel Montagu & Co.); 
Barclays. Bank and Lloyds 
Bank (both through their mer- 
chant banks). The banks' move 
follows the Japanese Ministry 
of Finance > authorisation 
in December for Deutsche 
Bank's Hongkong subsidiary 
— DB Capital Markets (Asia) 
— to open a securities business 
in Tokyo. Union Bank of Swit- 
zerland, Swiss Bank Corp. and 
Westdeutsche Landesbank are 
believed also to be planning 
securities operations in Japan. 
— Bruce Roscoe 


Dewey Dee wins refugee 
status in Canada 


Fugitive Filipino businessman 
Dewey Dee, who fled the 
Philippines in 1982 leaving be- 
hind US$85 million in debts 
and multiple fraud charges, has 
been granted refugee status in 
Canada. After months of sec- 
ret hearings, a Canadian im- 
migration tribunal on 7 Feb- 
ruary accepted Dee's claim 
that he faced reprisals from the 
Marcos regime if he were 
forced to return to Manila. 
Dee, who has been fighting to 
stay in Canada since he arrived 
from Costa Rica in December 
1982, testified that he had been 
a frontman for financial deal- 
ings by Philippine President 
Ferdinand Marcos, investing 
large sums on Marcos’ behalf in 
the US, Canada and Europe, 
and feared returning because 
of his knowledge of these deals. 

— Ashley Ford 


Foreign banks’ profit 
higher in Pakistan 

Foreign banks have out-per- 
formed their local competitors 
during the first six months of 
full Islamic banking in Pa- 
kistan. Interest-Free Banking, 
as it is called, was made 
mandatory on 1 July 1985. 
Foreign banks’ profitability 
was some 8-12% during the 
half, against rates of 7-7.8% for 
local institutions — which have 
been operating under Islamic 
banking regulations since 1981. 
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A300-600s plus two Boeing 
B747-300s. Although detai 
are still being worked out, 
expansion will be carried o 


plationaleey anks are esti- 
mated to have 90% of all depo- 
sits in almost 6,700 branches in 
Pakistan —— with foreign banks 
sharing the rest through their 
combined, total, of 52 branches 
nationwide. ,M, R. Khan, 
chairman, of, , the Pakistan 
Banking, Council, said the 
domestic banks made smaller 
profits becausé of their large 
rural branch networks and cón- 
cessionary lending to various 
sectors, and because they will 
open accounts-as small as Rs 5 
(32 US cents)... 

Irem Mohammed Aftab 


Thai International set 

for five-year expansion 
Thai International — the coun- 
try’s flag carrier — is poised to 
invest more than Baht 25 bj 
lion (US$940 million) overt 
next five years in a;majorex- 
pansion plan approved by the 
government on 11 February. 





Thai aircraft: privatisation plan. 


This will consist largely of the 
purchase of six additional air 
craft, including four Airbu: 


under a partial privatisatior 
plan. Up to 30% of the state 
owned airline will be sold to thi 
public, with the governmen 
retaining a 70% stake. — „ _. 

— Paisal Sricharatchany: 


Indonesian semiconductor 
operation to shutdown 
The Indonesian subsidiary o 
the Fairchild Semiconducto 
Corp. will shut its Cibubur 
East Java, semiconductor plan 
in July, laying off more thai 
600 workers. The company ha 
faced steadily declining busi 
ness since 1982, and says its In 
donesia plant cannot operate a 
a profit in the current semicon 
ductor market. Fairchild is om 
of two local makers of semicon 
ductors. The other, Nation: 
Semiconductor, also mad 
major cuts in its workforce re 


cently. — Paul Handle 
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‘he Thai Government has dropped a 
ong-negotiated third structural —— 
djustment loan (SAL) from the 
Vorld Bank from the 1986 priority list 
f foreign borrowings, and officials 
re doubtful at this stage if the loan, 
irgeted at US$150-175 million, will 
e concluded next year. Several 
ictors have contributed to the long 
elay since Bangkok was granted the 
*cond SAL in early 1983. The 
overnment has been extremely 
autious in recent years on external 
ebt formulation while the fiscal 
olicy reformg— part of the SAL 
onditionality — has faltered in the 
ake of the economic slowdown. 
feanwhile, World Bank lending has 
aroun declined to a yearly average 






around US$100 million during 
85-86, and the agency is reluctant 
approve another SAL which could 
e almost twice as much as its normal 
‘nding. | 


ANKS FOR THAIS 

hina has supplied Thailand with 24 
ipe-59 main battle tanks as part of a 
ulitary grant-in-aid programme. 
arlier, Peking had given Bangkok a 
umber of 130 mm field artillery 
ieces, 37 mm anti-aircraft guns and 
5 mm anti-tank guns. 


LYING ELEPHANT 
though the gesture might not be 
illy appreciated by the American 
ixpayer, a US Navy C130 cargo 
ircraft will shortly be flying a young 
ull elephant from the northern Thai 
rovincial capital of Chiang Mai to Sri 
anka as a gift from the Thai 
ernment. The US became 
ivolved in the airlift after a personal 
ppeal from Sri Lankan authorities, 
hose tiny air force does not have an 


THE WEEK 


FGHANISTAN 

Rebels shot down six military aircraft in 
to provinces and killed up to 90 communist 
Ops in attacks on posts around Herat, 
estern diplomatic sources in Islamabad 
id (// Feb.). 

JSTRALIA 

Lindy Chamberlain, jailed for life for 
lling her baby daughter, was set free after 
inning developments in the sensational 
ingo baby” murder case, it was reported (7 
'b.). Angry unionists briefly occupied an 
fice building in Sydney as part of action 
ken in several cities to protest against the 
ueensland state government's sacking of 
BY. power workers a year ago ü1 
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| aircraft capable of carrying elephants. 


It is also an expensive exercise. The 
cost of keeping a C130 in the air is 
roughly US$15,000 an hour. Multiply 
that by the six-and-a-half hours flying 
time, and the bill comes to a cool 
US$97,500 — though that does not 
include the cost of bringing 

the aircraft from Clark Air Base 

in the Philippines or flying it 

back. 


OUT IN THE COLD 


Tracking the 
whereabouts of 
Thai coup leader 
Col Manoon 
Roopkachorn has 
become a routine 
exercise for those 
anxious to ensure 
that if he is out of 
sight, he is not out 
of mind. Friends 
say he recently 
spent several weeks in England — 
something apparently not known to . 
the British Embassy in Bangkok — 
and has now returned to unhappy 
exile in West Germany where visa 
regulations only make it possible for 
him to stay three months at a time. 
Some reports suggest he has made 
serous to the Canadians to 
allow him entry, but there is nothing 
to indicate any progress on that 
front. | 


THE NUMBERS GAME 


Between 750,000 and 800,000 
personnel have been removed from 
the ranks of China's armed forces, an 
informed military source in Peking 
states, stressing that these figures are 
separate from the normal decrease in 
numbers due to demobilisation. Of 
those so "retired," about 250,000 





BANGLADESH 

Bomb blasts wounded five TV crewmen 
and a passer-by in fresh violence at Dhaka 
University, police said (77 Feb.). 


HONGKONG 

Governor Sir Edward Youde held high- 
level talks in London with Sir Percy Crad- 
dock, Prime Minister Margaret Thatcher's 
chief foreign policy adviser (77 Feb.). 


INDIA 

Gunmen in Punjab shot dead the leader of 
the All-India Sikh Students Federation's 
moderate faction, Jatinder Singh Ghuman, 
who was also a supporter of the moderate 
Akali Dal pany (6 Feb.). Sikh extremists 
shot dead a leading Sikh moc 
i ae ip | ee EN d REEF TRA 


|! 
io = Bethel! 


z " > a " — 





ate in Punjab 
TM d PAN 


xL. sem TN 








were party cadres. The current purge | 
of over-age officers and the stream-  - $ 
lining of the armed forces’ command 5 ws 
structure (involving the reduction of © i" 
army regions and the establishment |- 
of combined “group” armies, v eod 
including air force and navy units — | 
where appropriate) will continue until | 
the autumn of 1987. The source x 
estimated that at that time the 
Dengists would be strong enough to 
implement the reinstitution of the 
insignia of rank. 


BANK BARGAIN 


As part of its global strategy to 
consolidate and concentrate on 2m 
corporate lending, Bank of America | 
is planning to sell its finance-company | 
subsidiary in Thailand after getting |- 
rid of similar subsidiaries in | 
Hongkong, Singapore and Tokyo. 
With an asking price of Baht 120 
million (US$4.4 million) or roughly 
equivalent to the company's net 
worth, negotiations are now under 
way with 10 groups of potential 
buyers. Licensed in 1974, the 
Bangkok unit has reportedly been 
operating profitably with a 15% 
return on equity. The unit is said to 
have registered a profit up until 1984, 
but profits in 1985 were set aside as 
reserves for doubtful assets. 


THE ROW STOPS HERE 


Despite the internal squabble that is 
wracking the Khmer People’s 
Nationad Liberation Front over the 
question of coordination with the 
other non-communist faction of the 
anti- Vietnamese Democratic 
Kampuchea coalition government, 
led by Prince Norodom Sihanouk, 
unity is being cemented in 
Washington. Both organisations plan to 
open a joint information office there. 
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(10 Feb.). A 24-hour strike to protest against 
recent price rises in petroleum products 
and public transport fares halted buses and 
trams and closed shops in Calcutta (// 
Feb.). 


PHILIPPINES 
The presidential election began (7 Feb. ). 
The national assembly started vote-countin 


but halted as most opposition members le 
the chamber (// Feb. ). 


SOUTH KOREA 
Dissident leader Kim Young Sam regis- 
tered himself with the opposition New Korea 
Democratic Party as an adviser in order to 
lead a campaign for direct presidential elec- | 
tions, a party spokesman said (7 Feb.). i 
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No victory parade as Marcos’ snap election backfires '' 





By Guy Sacerdoti in Manila 


With the uncertainty 
and conflicting claims 
surrounding the re- 
sults of the 7 February 
Philippine snap presi- 
| dential election, per- 
haps only one thing is 
clear: President Fer- 
dinand Marcos' strategy in calling the 
vote has badly backfired, plunging the 
country into its worst political crisis in 
40 years of independence. 

The object of calling the election, 
more than a year before it was constitu- 
tionally due, was to exploit the opposi- 
tion's apparent inability to unify, its al- 
leged incompetence to rule and its sup- 
posed minimal popular support. By de- 
nying the opposition time to unite and 
work out an election strategy of their 
own, Marcos thought he could once and 
for all end scepticism over his govern- 
ment's legitimacy, while securing ulti- 
mate control over the inevitable issue of 
succession. 

Instead, the elections have left the 
country virtually leaderless and the fu- 
ture more problematic than ever. There 
is little doubt among observers that 
Marcos has no intention of giving up 
power, even in the unlikely event that 
the final count shows opposition candi- 
date Corazon Aquino the winner. 

But his hold on the presidency has 
undoubtedly been weakened by the 
election, and the unexpected, even mas- 
sive, popular support for Mrs Aquino in 
traditionally strong pro-Marcos regions 
— in areas of central Luzon, the western 
Visayas and in northern and central 
Mindanao — will make it difficult for a 
new Marcos government to implement 
policy, with opposition firmly coalesced 
around Mrs Aquino. 

With conflicting official and unoffi- 
cial tallies showing that neither Marcos 
nor Mrs Aquino has gained a clear man- 
date to rule, the massive electoral man- 
ipulation and violence which marred 
election day — and has continued since 
— has further, and dangerously, 
polarised the country. 

In the week following the polls, it be- 
came evident that there could never be 
an objective count of actual votes cast. 
The two parallel “quick counts," 
negotiated during the final two weeks of 
the 57-day campaign between the al- 
legedly non-partisan official electoral 
commission and its accredited citizens 
arm, disintegrated into a slanging 
match. 

The two organisations — the official 
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Conflicting counts: politica 


Commission on Elections, or Comelec, 
and the National Citizens Movement 
for Free Elections, or Namfrel — were 
selectively tabulating the early returns 
to give the best possible position to the 
rival candidates, allowing both to claim 
victory at the start. 

But more serious indications of the 
political stalemate came as the powerful 
Catholic church, long straddling a tenu- 
ous middle ground, threw its full weight 
behind Mrs Aquino and the opposition. 
Its support of the Namfrel count was 
coupled with a strong castigation of the 
flawed electoral process and nationwide 
pleas for vigilance in guarding ballot 
boxes and official returns. To prove his 
partisanship, Manila Archbishop Cardi- 
nal Jaime Sin appeared with Mrs 
Aquino on 9 February before a wildly 
cheering congregation at Sunday mass, 
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dressed in bright yellow and green vest- 
ments (yellow is the symbolic colour of 
Mrs Aquino since the assassination of 
her husband Benigno; green the colour 
of her political party). 


M anie: the military, despite its | 


own internal factionalism pitting 
loyalty to Marcos the man versus loyalty 
to the constitution and the sanctity of 
the ballot, nonetheless came out firmly 
in support of attempts to push the re- 
sults in Marcos' favour. In provinces 
such as Tarlac in central Luzon, com- 
pany commanders voted for their troops 
by submitting lists of soldiers names to 
be counted as votes for Marcos, accord- 
ing to soldiers from the 5th Infantry 
Division. 

The Reform Armed Forces of the 
Philippines Movement (RAM) of 
young military officers, who tried to 
hold “prayer-seminars” to convince 


Standing polls apart 


troops of their cónstitutional duty to r 
main neutral during the polling, did n 
appear to have much influence on ele 
tion day. As of 12 February, they hz 
not publicly reacted to the conduct | 
the election either, though they we 
meeting to discuss their options in tl 
election aftermath, a senior RAM of 
cial said. ! 

Among the chaos, the election h 
shown that the political edifice Marc 
built during his rule and the political i 
stitutions which are supposed to defit 
the boundaries for the political g 
are no longer trusted by a,signific 
proportion, perhaps even a majority, 
the population. Marcos’ continu: 
claim that the outrage which follow: 
the 21 August 1983 assassination of B 
nigno Aquino had only limited suppc 
appears to be disproved by the turno 
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and the widespread commitment of vc 
ers themselves to protecting their dem 
cratic right to choose. 

Thus, with the popular perceptii 
that Marcos has lost a firm mandate, i 
gardless of whether he :*5v83n office 
may have to rely more firmly on force 
rule. Despite Marcos' calls on 11 Fe 
ruary to build a council of state — to ! 
the country's highest advisory body ai 
which he invited Mrs Aquino and oth 
opposition leaders to join — it is u 
likely the opposition would participa 
in any coalition structure which, first 
all, had no power, and second, repr 
sented a tacit admission that Marc 
had won the election. 

Mrs Aquino will flatly reject ai 
offer to participate in Marcos' gover 
ment, on the basis that electoral frai 
makes it illegitimate. Senior sourc 
from her inner circle of advisers say : 
allegedly neutral body, as yet u 
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specified, will try to pre-empt the 
Batasang Pambansa, or national assem- 
bly, from formally announcing a Marcos 
victory by proclaiming her the winner. 
Procedurally, it may be difficult for 
her to do this with credibility. The 
sources from her inner circle would not, 
or could not yet, elaborate on just how 
she would be proclaimed winner ahead 
of the national assembly’s final tally. 
Also, it is not clear whether the visit of 
US special envoy Philip Habib would af- 
fect either her insistence that a fair 
count would have given her the presi- 
dency, or for that fnatter, whether it 
could in some way produce a power- 
sharing formula. Marcos is a master at 
political manoeuvres which make com- 
promise appear real, without actually 
ever giving an inch in terms of power. 
Habib's visit, gf he is to delve into the 
possibility of compromise, could be pre- 
mature, at least until the assembly 
finishes its official vote count. 
m If Mrs Aquino were to proclaim her- 
f the winner, it could lead to the for- 
mation of an alternative government, 
complete with cabinet, and the danger 
of a confrontation with Marcos, who 
could resort to using his 
military loyalists and local 
party muscle to enforce his 
claimed mandate. 


'he most ominous signs 
„thus far have been the 
sniper killing of an Aquino 
supporter on 10 February as 
he was leaving a prayer rally 
in the financial district of 
Makati and the killing by 
heavily armed uniformed 
soldiers of the top opposi- 
tion leader of Antique pro- 
vince, former governor 
Evilio Javier. The killing of 
Javier, the arch political 
rival of assistant majority 
oor leader Arturo Pacifi- 
dor, occurred just outside 
e provincial capital build- 
ing, where vote tabulations 
were under way. 

As people guarded bal- 
lot boxes in municipal halls 
around the country, the Batasang Pam- 
bansa met on 10 February to begin what 
constitutionally should be the official 
count. 

When the first tally box, from Mar- 
cos’ own region in northwestern Luzon 
was opened, seven of the eight tally 
sheets were found to be in violation of 
the election code — some had been 
opened, some were without seals, or 
lacked the opposition observer's signa- 
ture, or had conflicting serial numbers 
to opposition copies. The count even- 
tually was suspended due to the lack of a 
quorum. 

An official result may take weeks to 
appear, but in any event, observers feel 
that public scepticism would make it 
largely irrelevant. oO 
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Marcos fights back to | 


stem the 'Cory' tide 


By Rodney Tasker in Manila 


Any hopes that the 
Philippine  presiden- 
4 tial election would be 
a simple exercise in 
tabulating the two 
| contenders’ popular- 
ity among the coun- 
trys voters were 
short-lived. Against a background of 
election fraud on an unprecedented 
scale — even by Philippine standards — 
the contest quickly dissolved into a pub- 
licity war, with the prospect of a naked 
power-play as a finale. 

Despite generally credible reports 
from independent sources — including 
the 1,000-strong foreign press corp and a 
US congressional observer team — of 
widespread tampering of ballots in 
favour of Marcos, an officially au- 
thorised poll-watching body consis- 


THE GREAT DIVIDE 


COMELEC 








% of 
precincts 
reporting 


Marcos Aquino 
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tently recorded contender Mrs Aquino 
as being in the lead. An obviously wor- 
ried Marcos, therefore, swiftly adopted 
other tactics to try to muster credibility 
for whatever ploy he would use to re- 
main in power. j 

One initial weapon in Marcos’ arse- 
nal was the official Comelec, which re- 
leased selective results favouring Mar- 
cos, while at the same time dragging out 
the count and publicly lambasting the 
independent poll-watching organisa- 
tion, Namfrel. However, the authorities 
were highly embarrassed as 38 com- 
puter technicians at Comelec’s head- 
quarters walked out protesting against 
alleged manipulation of results. 

Other publicity tools at Marcos’ dis- 
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posal were a monopoly of the country’s 


NAMFREL 


i precincts 
reporting 


TV channels, particularly the govern- 
ment’s Channel 4, and a majority of the 
national newspapers, owned by his rela- 
tives or close friends. These highlighted 
Comelec's evidently doctored trickle of 
election results rather than those of 
Namfrel, while also transmitting their 
own “media poll count,” which showed 
Marcos further in the lead than even the 
Comelec tally. 

But Marcos’ ultimate ally in his hour 
of need during an election gone wrong 
was the national assembly, whose duty 
it is to carry out the final tabulation 
of election returns and proclaim the 
new president. Given the two-thirds 
majority the ruling KBL enjoys in the 
assembly, Marcos probably felt it 
would be reluctant to go against his 
will. And if all else failed, Marcos 
could use his constitutional powers to 
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declare the election null and void, or 
perhaps create a violent environment 
warranting the reimposition of martial 
law. 

Mrs Aquino had less awesome pow- 
ers at her diupossd to ensure her assump- 
tion of the presidency. Namfrel, whose 
500,000 volunteers nationwide were 
backed by the powerful Catholic 
church, business circles, professionals 
and other middle-class groups, was un- 
doubtedly guilty of Marcos supporters' 
charges of bias towards Mrs Aquino. 
Cheers went up from officials at Nam- 
frel's headquarters in Manila every time 
an Aquino lead was posted up on à 
quick-count tally board. But observers 
agreed the movement was also essen- 
tially honest in tabulating official re- 
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he discrepancies i in the runn 


4 de arose mainly from Comelec' s re 
den decision to limit the telex carriers 
used to transmit results between polling 
. precincts and Manila to one as against 


the agreed three. 

On the media level, Mrs Aquino re- 
lied on a foreign press sceptical of Mar- 
cos’ intentions to give international 
publicity to widespread reports of 
fraud, and to publish Namfrel, rather 
than Comelec, results. Domestically, a 
handful of pro-opposition publications 


| supported her presidential bid, and the 
Catholic church’s Radio Veritas played 


an important role with the most realistic 
election coverage on the air. 

At the close of the election cam- 
paign, Aquino strategists predicted that 
she would receive 60% of the popular 
vote, which could be whittled down to 
an even contest given a 10-15% expect- 
ed element of fraud in Marcos' favour. 
For Marcos to win by his estimate of a 
63% majority, it was calculated that he 
would have to resort to massive manipu- 





c mre 5 what happen still keeping her 


head above water. 

The day after the election, while 
Namfrel posted a 55% lead for Mrs 
Aquino, with 4.3 million votes against 
Marcos’ 3.4 million, Comelec also re- 
ported a slim lead for the widow of Mar- 
cos’ erstwhile main political rival. But 
Comelec quickly changed its tune, 
weighting its tally with more results 
from the known Marcos bailiwicks of 
northern Luzon and eastern Visayas. 

In a four-hour period on 9 February, 
Comelec stepped up its flow of returns 
from these areas by an average 15%, 
goaper with an average of around 

1% from known pro-opposition areas, 
such as Metro-Manila, western and cen- 
tral Visayas, northern Mindanao, the 
southern Luzon region of Bicol, and 
marginal areas such as central Luzon 
and the provinces immediately to the 
south of Manila. 

Four days after the election, Com- 
elec was posting results of 61% of the 


INTERVIEW/CORAZON AQUINO 


‘| don't believe that he 


As the Philippine po- 
litical situation re- 
mained in limbo while 
ballots were being 
counted, opposition 
| candidate Mrs Aquino 
talked to REVIEW 
chief correspondent 





C wnt oon 
Rodney Tasker and Manila * bureau 
chief Guy Sacerdoti in her Quezon 
City home on 10 February. She assess- 
. ed candidly her options and hopes for 
a non-violent transition of power. Ex- 
cerpts follow: 


How is the tally going? 


It seems unbelievable that here we 
are already three days after the elec- 
tions and still fraud and terrorism con- 
tinue. 


Does any count make sense with all the 
fraud? 

No I don't think so . . . Plus the fact 
that so many were not able to vote on 
election day. I am just amazed that I was 
able to maintain some kind of lead three 
days after election day. 


How much fraud was there? 
In Metro-Manila the estimate is be- 


tween 350,000 and 400,000 not having 


been able to vote. And this is a pattern 
which is repeated nationwide. In fact 
my own two daughters who voted in 


Quezon City waited for two hours to 
. finish voting. 





will never give up' 


If President Marcos wins, given all the 
reports of fraud, does this mean you will 
not accept his proclamation? 

Last night we were meeting on this 
and, definitely, we have to act before 
Marcos gets proclaimed . . . we are pre- 
paring fo or that possibility and, defi- 
nitely, we are also aware that we cannot 
allow Marcos to do something ahead of 
us. 


What do you see as your options? 

Well at a certain point maybe Nam- 
frel ‘at independent poll-watching 
group] will stop tabulating the results. 
Even if Namfrel has, indeed, said also 
that many of these returns have been 
tampered with, the longer the delay the 
more tampering will be done. I myself 
am of the opinion that why should Nam- 
frel allow itself to be used as an instru- 
ment in perpetuating or giving credence 
to such fraudulent returns. 


Assuming Marcos does not intend to 
give up power, what will you do? 

I don't believe that he will never give 
up. If Marcos was a healthy man maybe 
I would agree with you that he would 
never give up. But since he is not the 
healthy person that he would like to be, 
then he cannot be as rigid as he normally 
would be. 

Our problem is that there are not too 
many people — maybe a handful of 
Filipinos — left who would be able to be 
acceptable [as emissaries] to the two of 











Mrs Aquino: emotions running high. 








over UR ERA and 54 h 
neighbouring norti je un Valle* 
region, where the president had a simi 
lar lead. But Comelec returns fron 
other regions were still less than half the 
total poll. 

By that time, however, Namfrel hac 
tabulated a total! of 60% of the vote 
nationwide, with'a much more eves 
spread of returns to show Mrs Aquine 
with 6.65 million votes compared te 
Marcos’ 5.97 million. Yet an apparens 
nationwide desire for change after Mar 
cos’ prolonged 20-year rule showe« 
through, despite wholesale fraud, votes 
buying and intimidation tactics by KBL. 
Two days after polling, Mrs Aquino’ 
followers calculated a 1.2 million leae 
for her. 





| à 
Or obvious way in which Marcos» 
supporters tried to stop Mrs Aquin« 


on her way to victory was to try to dis. 
credit Namfrel. Comelec chief hi 


Opinion accused Namfrel of "spuriot- 
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us. [Manila Archbishop] Cardi 
[Jaime] Sin is out. I don't think Marco: 
would want Cardinal Sin as a mediator 

But I imagine there must still be < 
few who both of us could accept. But de: 
finitely we have to talk — the sooner the 
better. The emotions are just running 
too high. I am really very careful abou’ 
what I say in public because I dó no 
want to make matters even worse by 
playing on the people's emotions. And ! 
did promise Cardinal Sin that I woulc 
always say that we should engage it 
peaceful demonstrations, and that's thc 
reason why we are having prayer rallie: 
really more than anything else. 


Do you think Marcos is worrying about 
it? 

I think so . . . the way I am reading 
the situation now — if I had won easily 
and if we were not faced with the very 
real possibility of violence erupting — 
then the first scenario of me winning 
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a nd ether govern- 
[so given air time on 
ce in the pro-govern- 
condemn Nam- 
council as elitist pro-op- 
position. activists. No one asked them 
why Namfreldeaders had been officially 
deputised as. poll-watchers in the first 
lace, if there, were such suspicions, or 
why the attacks..were launched only 
g Er Namfrel began to show Mrs 
ino in the lead. 
Marcos himself accused Namírel of 








freely . . I would t be able first of all 
to allow Marcos to leave or just go free 

because many of my.supporters would 
say “no way.” Now that this particular 
Situation is occurring, maybe it would 
bepasic or me to, you know, just let 
this would be the lesser of 






: am lot a bloodthirsty creature. 
And I mean even if 1 am. convinced that 
Marcos is to blame for Ninoy's [Benigno 





agnel assassination, I know thateven. 


have him killed that will not bring 
back Ninoy tom What is more impor- 
tant is that Ninoy did come back hoping 
to restore our rights. and our freedoms 
. «Now that this is happening, I hope at 
least this will give me more leverage in 
convincing all of these people who are 
ith me. » 


vonied that the radical Left 
e situation? 
ecause I’ve already gotten 

word from them. They announced yes: 
terday on the radio that they would sup- 
port demonstrations . . . the one charge 
that really hurt me throughout the cam- 
paign was the communist charge. This 
amazed me. How on earth people be- 
lieve I am a communist — I used to be 
accused of being an oligarch. 

hat was really an eye-opener 
ighout this campaign was that even 
the. very poor were afraid of com- 
munism. All along, | always thought it 
was just the rich and down to the middle 
classes. But it was the poor themselves 
who ask themselves: “Is she really a 
communist?” Even the nuns and priests 

























were amazed how people could actually. 


believe Marcos” charge that | was a com- 
munist. I am just grateful that the 
rge came early enough. If Marcos’ 
k- tank had saved this for the last 


a 
5 4 d 
3 * : 
v o: . 
; H 1 
1 2 3 * 
t Rip Te e EE a HR P It HA AN s A Sn AN ANAA PU PHE MEHARRY RD ANAM Y irri aa 


SAIS ini se ARS H Rr tie m er hr nm An AN ANA a 


. Namfrel. had been 
breaking the law,” he said. 


nvened press E 
eee Palace on 8 February. 
"most active in 





Marcos had called the press confer- | 
ence immediately after a similar confer- 
ence given by Mrs Aquino when, in an 
obvious move to pre-empt any attempt 
by the president to. quickly wrap up a 


victory. she had announced that her fig- 


ures showed she would win with a 55% 

majority. She. and Marcos, she said, 
should meet soon to discuss a peaceful 
transition of power. | 

As Marcos’ delaying tactics in pro- 

ducing a final election result became ap- 
parent, and with ọpposition suspicions 
that he would resort to other means to 
keep himself in power, Mrs Aquino’s 
advisers were assessing their final op- 
tion of resorting to "people's power, 
through massive public demonstrations. 
Given Marcos’ evident intransigence, 
that would relegate the 7 February poll 
to an irrelevant, academic exercise. E 
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two weeks | would have been dead. pun resentatives. Habib is hen to 


If Marcos decides fo use the military, 
what kind of support do you think you 
have in the armed forces? 

There are two different groups. Be- 
fore elections, the word was that maybe 
one group would stage a coup but they 
were asking also if I would support such 
a coup. Naturally they would need 
somebody who was nationally known 
and accepted. But I said that we have to 
go through the elections, because I 
don't want to be a puppet of anybody. If 
| did not have the elections what kind of 
power could I possibly refer to as being 
my own. 


So you think vou can count on the mili- 


_tary’s support? 


Tm very sure, because since [ve 


been saying I'll retire all over- staying 
‘generals, there are many colonels in- 


terested | in seeing me there. 
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tant factors i in the en 
bate include not onh 
terests in the Philippi 
Reagan's sense of loyalty & 
old friend. : 
In an attempt to clarifly the 


ing special envoy Philip Habib to th 
hilippines to talk to leaders of the t 
contending political parties, church an 


ad 
Reagan in formulating a post-election 
policy towards the Philippines. What: 
ever recommendations Habib man 
make, Reagan's task is sure to prove 
one of the toughest of his administra- 
Hon. ; 
The White House virtually declared 
Marcos the winner on 10 February 
playing down allegations against. the. 
Philippine president of massive election 
fraud. But the following afternoon ti 
administration back-tracked, criticisi 
alleged vote-rigging. But then, in 
press conference several hours later 
Reagan again came close to dismiss 
the charges of electoral fraud. 

On 1] February, Reagan told a pres 






ed by Sen. Ricl 
Lugar, had told hin there was the ap- 
pearance of fraud, vet at the same time 
they did not have any hard evidence 
beyond that general appearance." He 
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| support for both candidates." 
= [n answer to a question about whe- 
yt her democracy in the Philippines was 
| m ore important than the US military 
| bases there, Reagan said: “One cannot 
| minimise the importance of those bases, 
| not only to us, but to the Western world 
and to the Philippines themselves. I 
pun t know of anything more important 
. than the Philippine bases." Reagan's 
ie . spontaneous remarks again demons- 
. trated the gap between policy worked 
| out by middle- level bureaucrats and 
| the president's gut feelings on the is- 
| sues. 
Most administration officials in- 
|». volved with the Philippines — including 
-Paul Wolfowitz, assistant secretary of 
state for East Asia and the Pacific — 
. were surprised on 10 February by 
. Reagan's seeming acceptance of Mar- 
| cos as winner of the election. Reagan 
= had expressed hope that both sides 
. would “come together to make sure the 
Bonn works." 
| A senior White House official said: 
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Despite the large pre- 
ip sence of foreign news- 
& men and other inde- 
pendent observers, 
election-day fraud 
was as evidept in 
Manila as elsewhere 
| LE on a canon) in the country. 
| REVIEW correspondents saw intimidat- 
-ing gangs of thugs, exasperated Namfrel 
. poll-watchers, and crowds of voters who 
= could not cast their ballots at almost 
every turn throughout the capital re- 
gion: 
At one polling precinct in Man- 
daluyong municipality an election regis- 
trar, a teacher, admitted that she had 
watched helplessly as a man strode in, 
| opened a ballot box and thrust a wad of 
ls completed Marcos-Tolentino ballots in- 
side. 
Manila, with its 4.2 million voters 
| (1696 of the national electorate), was 
. considered by the ruling KBL party to 
. be an opposition bastion, as it had been 
i| ia E ie the May 1984 national assembly 
elections. So political observers felt 
= KBL mayors, barangay (local district) 
| — leaders and other grassroot pro-Marcos 
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| cials, were intent on diluting the opposi- 
| tion edge. 

| | . . Significantly, the vote-manipulation 
E Makati ) was most blatantly evident in 


| 
presen Manila's business centre, and 


d wo- | 


 stalwarts, with the aid of Comelec offi- 


“It seen is very | 


ogi ical at ‘his pormt that 


Marcos is going io win." He added that - 


the US’ goal was to convince Marcos to 
listen to the opposition and deal with it 
fairly. 

In a clear response to Mrs Aquino's 
threat to hold daily demonstrations if 
Marcos declared himself winner, the of- 
ficial said: "The main thrust of our state- 
ment is not to have violence — not to 
have demonstrations in the street just 
because vou didn't like the election 
EERE t The official also implied 
that the most important consideration 
for the US was its strategic interests. 


dministration sources said most of- 

ficials involved in the Philippines 
issue were dismayed by the White House 
action which, in their view, went against 
the US policy of promoting democracy 
and military reforms in the Philippines. 
“Somehow [Reagan’ s chief of staff] 
Don Regan got into his head that all the 
televised evidence of vote-rigging and 
violence were staged by the opposition 
and that they [the opposition] were as 
much responsible for fraud as Marcos,” 
an official said. 


Goon squads stand by 
as ‘flying voters’ land 


By Margaret Scott and Rodney Tasker in Manila 


also comprising a collection of the capi- 
tal's most affluent barangays. With its 
350,000 voters, Makati is the largest of 
Manila's electoral divisions: it is also the 
bailiwick of Mayor Nemensio Yabut, a 
staunch, and powerful Marcos ally. 

Election officials and poll-watchers 
estimated that 20-30% of Makati's elec- 
torate found themselves unable to vote 
because their names had been deleted 
from voting lists. Some of these told the 
REVIEW that they found new names 
listed at their addresses, an indication of 
the strong presence of “flying voters,’ 
estimated by opposition sources before 
the election to total about 80,000 in 
Makati. 

Three elementary schools serving as 
polling stations were invaded by armed 
men during the day, shots were fired by 
one group who entered Guadeloupe 
Nuevo school and tried to kidnap a 
Namfrel poll-watcher, and there was 
widespread confusion almost 
everywhere as voters waited long hours 
to be allowed to vote. Many of these 
gave up hope of voting and returned 
home. The situation became so serious 
that three hours before the polls closed, 
Namfrel’s Makati co-ordinator Ruby 
Gonzalez ordered her 2,000 volunteers 
to abandon their posts. “This is a shoot- 
out in the O.K. Corral — these are not 
elections,” she said. 

-In the precincts polling continued, 


Searching the voters’ list: deletions. 





The US. Em PASSY 1 |. Ma nila | Was © 
rh Pie wur PIA Bc: “es ug T XI E j 3 "o 
Es by the news and sent urgent 
queries to Washington ‘at Jout the admin- | 
istration’s apparent policy switch. A few 


hours after Reagan's remarks, Wol- 
fowitz, a key Philippines. policy ar- 
chitect, whom sources described as “vis- 
ibly distressed," went to the White 
House to discuss the issue. ^ 
On 11 February; Lugar and Con- 
gressman John Murtha, accompanied 
by Wolfowitz, met Reagan. Sources 
said Lugar told Reagan that "Marcos 
had cheated like hell.” After detailin 
the fraud and violence Washington's of- 
ficial observer delegation had witnes- 
sed, Lugar told the president that the in- 
dependent Namfrel count was closer to 
the truth than the government s tally 
being done by Comelec. However, 
Lugar urged Reagan not to,consider the 
elections over nor to Macs them fraudu- 
lent as that would close the door for 
Marcos to change his mind about ac- 
cepting the voters' verdict. r 
The White House faced an unpre 
cedented chorus of criticism from the 
media. Under the headline “Bétrayals,* 
a Washington Post editorial condemned 
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but at the same time frustration among 
residents increased as they tried to vote. 
Shortly before a polling station in 
Makati’s San Antonio village area 
closed, a group of 30 newly disenfran- 
chised voters — most of whom had vot- 
ed smoothly i in the 1984 poll — began to 
chant: "We want to vote." One woman 
in another polling place, at Bangkal 
school, complained: “More people 
here haven't voted than have. It's all 
chaos. Namfrel's gone, we can't vote 
and goons are all over. They call this an 
election?" As she spoke, she stared at a 
group of men, two with guns in their hip. 
pockets, standing at the school's en-- 
trance. | 
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presidential election it had been 
to observe. Th ge pemon sinaka a 













Yet in a massive show of popular 
concern to try to prevent the ballot-box 
natching and switching which had 
haracterised the 1984 poll, an army of 
Makati. residents and others gathered 
'utside the 1 
he building where the boxes awaited 
he official count. The crowd main- 
ained its vigil for more than four days, 
ight through to counting time. 

lt was a similar story in Pasay City, 
Juezon City, Mandaluyong, Caloocan, 
Muntinlupa and other Metro-Manila 
‘ities and municipalities, where resi- 
lents and Namfrel volunteers organised 
hifts to keep an eye on their election re- 
urns. — 
With credible reports of vote man- 
ation similar to those in Makati, re- 
Its were anxious to guard tallies of 
votes which had been bal- 
rough. from the polling 
municipal and city halls, in 
mood of citizens’ concern 
seen before in Philippine elec- 




























arely 
ions. 
After reports that several ballot 
'OXes had arrived empty at the city hall 
ounting centre of Pasay City, a crowd 
»f more than 1,000 people flocked to the 
iall on election night. 
~The crowd, which was chanting anti- 
Marcos and pro-Aquino slogans, was 
cept at bay by riot police. A group of 
uns inside the hall said prayers and 
ang Ave Maria as they waited in two 
ines to protect ballot-box arrivals — 
ach box carried by groups of Namfrel 
olunteers and other concerned citizens 
m the trot, to prevent snatching by 


















1ads organised by Pasay City Mayor 
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* municipal hall to watch over 
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sy ar did inderscofe that 
the delay in results and the discrepan- 
cies between the tallies of Comelec and 
Namfrel could undermine the election's 
validity. | 

In acknowledging widespread prob- 
lems while refusing to condemn the 
elections, the American team seemed 
intent on: leaving all options open to 
Reagan. T his double-edged approach, 
according to sources close to the team, 
also was the result of divisions among 
the members. An aide of Lugar charac- 
terised the differences as merely a mat- 
ter of emphasis, with some members de- 
termined to stress the high level of :n- 
terest in the electoral process while 
others were equally determined to 
point out. the pattern of disenfran- 


chisement on election day and their 


deep suspicions of the counting pro- 
CESS, | 

But a participant in the observers 
discussions said that the divisions were 
ideological and that the issue of how 
the members’ comments would affect 





By James Clad i in Legazpi City 


, | "The answer to mus- 
hai cle is more muscle," 

EA prominent National 
| Assemblyman and 
Bicol politician Luis 
Villafuerte told the 
REVIEW on 8 Feb- 
ruary. The opposition 
has tried to portray presidential election 
as a simple contest between morality 
and thuggery, but the local Unido 
leader and former minister of trade 
cheerfully admitted that muscle by his 
"boys" had helped rout the Marcos/To- 
lentino ticket in this southern Luzon re- 
gion. 

Bicol has a reputation as "opposition 
country," and its politics combine a no- 





rogueish playfulness. One senior 
Roman Catholic clergyman in the re- 
gion described the ruling Kilusang 
Bagong I -apunan (KBL) and Unido tac- 
tics as "about even-Steven." But Vil- 
lafuerte suggested a difference between 
Unido's use of the "power of citizen's 
arrest" and the KBL’s “lawlessness.” 

To keep local KBL partisans off bal- 
ance, Villafuerte used what he called 
"psy-war" tactics in his broadcasts over 
a local radio station — such as inflating 


the size of his own forces. His men pro- 
| tected poll-watchers, escorted ballot 
boxes and “stared down KBL goons in 


some preci incts." 


holds-barred notoriety with a dash of 
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Matching muscle with 
‘muscle for fair vote 


‘iHafuerte said this sort of tough 
Mone. helped deliver an hone 
count, pushing a groundswell of pro 
Aquino sentiment to a winning märgi 
of more than 2.5 to 1 in Camarines Sar 
= - the most populous of the Bicol re- 
gion's ftve provinces. Further south, in 
Albay and Sorsogon, the opposition 
SEES was not so strong yet even uc it 





























a WI the KBL won in p 18 
legislative assembly elections. 
Throughout the Bicol region 
which corresponds to Philippine Con 
stabulary (PC) Command Region 5 
the tally generally went at about 2 
against Marcos. And despite fears that 
Bicol would sce many lethal « clectoral 
clashes, "things went reasonably well." 
accor ding to the local PC commander, 
Brig. -Gen. Renato de Villa, who s jid. 
“only” 30 ballot boxes from ist re gion 
had been stolen by 8 February — c 
pared to 112 lost in 1984. 
The PC commander said three ia 
shootings had occurred in Region x 
two in barrio Pangpan in Sorsogon a 
one in the Pioduran district in Albz 
He said thé communist New People 
Army (NPA) was probably behind th 
Pioduran killing. The NPA has become a 
strong presence in parts of Bicol, espe- 
cially since 1983. But opposition politi- 
cians contacted by the REVIEW gen 
erally did not believe the NPA... 


ntt 










































LT, T PO ASA - 
Go eh a aa a? CRM t E 
á iani NP eee ata Ley a j cap ICI X 


ordered obstruction of the elections. 

In Camarines Sur, Albay and Sor- 
sogon there was little outward sign of 
tension. But appearances belied reality 
in some localities. In the small, super- 
ficially calm town of Matnog on the 
tip of Luzon’s southern tail, people 
would speak candidly only in private, 
describing intimidation by the local 
mayor, Guillermo So. But Sorsogon 
governor (and KBL stalwart) Raul Lee 
said that So was simply “a little over- 
enthusiastic,” and So professed inno- 
cence. In Sorsogon City itself, this 
correspondent witnessed a man smash- 
ing cars outside the Namfrel head- 
quarters, including a vehicle being used 
by an opposition campaign manager. 
The Namfrel office there stands next 
to a PC station — where armed men 
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in civilian clothes stood and watched. 

Elsewhere in Bicol, many poll- 
watchers, both Namfrel and opposition, 
recounted abuses ranging from pistol- 
waving intrusions into precincts to more 
routine electoral improprieties such as 
vote-buying, ballot-box stuffing and cal- 
culated efforts by the military to in- 
crease edginess (such as racing armour- 
ed personnel carriers past polling sta- 
tions). But generally the reported vio- 
lence contrasted with the quiet, if trou- 
bled, conditions and several Namfrel 
workers said the 1984 polls had been 
more frightening. 

The electoral bureaucracy in Bicol, 
as elsewhere, caused much confusion 
a.... lowered the number of votes cast, 
thus limiting the opposition' s. winning 
margin. The amended electoral law, 
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Resorting to violence 
to ensure victory 


By Guy Sacerdoti and Jose Galang in central Luzon 


In any Philippine elec- 
tion, the heavily 
| X populated provinces 
of central Luzon are 
critical. Accompany- 
ing its economic 
strength is its political 
machinery, domi- 
nated by locally based oligarchies which 
thrived before the 1972-81 martial-law 
years and now include some of Maricos’ 
staunchest allies. 

The most prominent is Eduardo 
Cojuangco Jr, chairman of San Miguel 
Corp. Lording over processed feod pro- 
duction, the cement industry and best 
known for his domination of the 
coconut industry, Cojuangco is Mrs 
Aquino's first cousin and political king- 
pin of their home province of Tarlac. 

Ever since Marcos first came to 
power, except for Pampanga in 1984, 
central Luzon has consistently sup- 
ported the administration, with local 
political leaders — while fighting each 
other during local elections — coalesc- 
ing around him during national polls. 

In Pangasinan, for example, the poli- 
tical feud between provincial governor 
Aguedo Agbayani and Minister of Ag- 
rarian Reform Conrado Estrella was 
swept aside for unity behind Marcos. In 
Tarlac, Cojuangco was adamant that 
Marcos must win by any means to 
humiliate Mrs Aquino in her own pro- 
vince. Justice Minister Estelito Men- 
doza, who is also governor of Pam- 
panga, declared that he would resign 
if his home province did not go to 
Marcos. 

Mrs Aquino's appeal transcended 
local issues, and since the region retains 
the strongest remnants of the pre—mar- 
tial-law party structure, she may have 
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been helped by being able to draw on 
old Liberal Party links. 

People interviewed in the provinces 
of Pangasinan, Tarlac, Bulacan and 
Pampanga told REVIEW correspondents 
that the factors determining their vote 
included Marcos’ long time in power, 
making it time for a change; the govern- 
ment’s agricultural policies, which 
brought down living standards, and cor- 
ruption. Marcos was the issue, rather 
than anything Mrs Aquino offered. 

The three exceptions to the rule were 
in certain areas of Pangasinan, where 
the population is ethnically tied to Mar- 
cos (they are Ilocanos); urban centres of 
Tarlac, where people voted “for 
Aquino” as “against Marcos,” and on 
the Bataan peninsula, where the Left, 
which officially promoted a boycott, 
was strong enough to take votes away 
from Mrs Aquino. 

Because of Mrs Aquino’s strength, 
intimidation was high. Civilian Home 
Defence Forces (CHDF), supposedly 
disarmed for the elections, were in evi- 
dence in many areas. According to 
eyewitnesses — some of them Namfrel 
observers — CHDF men have beaten 
up village councillors before and during 
the elections, stolen ballot boxes and, in 
a few cases, including one at Mabalacat, 
simply walked into voting centres and 
burned ballots when the vote count 
began going against Marcos. 


N owhere was the violence worse than 
in Tarlac. In the town of Capas, for 
example, where an opposition organi- 
ser was murdered in mid-January 
(REVIEW, 30 Jan.), the official Comelec 
registrar, Loreto Sangalang, admitted 
that Namfrel, as well as the public, were 
barred from the vote count, violating 
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complicated form-filling, the absense of 
voters’ names on: precinct lists, and 
switching precinct locations all reduced 
the total tally. “Ten percent of those 
showing up to vote could not do so,” the 
Legazpi City Namfrel director said, 
Others said Namfrel’s provisional figures 
suggested an even higher proportion. 

The hand of the church was very 
much in evidence, playing its own part 
in trying to secure a fair election. 
Lower-level clergy worked as Namfrel 
officials or ran their own monitoring op- 
erations. 

Although counting was slow, even the 
Comelec version of figures had Aquinc 
well ahead, suggesting that in Bicol at 
least, with muscle, against muscle, the 
result was coming in loud, clear anc 
(perhaps) relatively clean. E 
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Cojuangco: seeking Aquino humiliation. 





election rules. While Sangalang wa: 
speaking in his town hall office, KBI 
Mayor Rafael Suarez was in his upstair: 
room preparing a “tabulation strategv.^ 
with the area blocked off by CHDF a 

PC troops. - 

"Actually," Sangalang told the 
REVIEW, “it should be public. But the 
counting is done such that only our elec 
tion inspectors are inside." He claime« 
he did not know of any troops in the 
area, nor did he use his exclusive powe! 
to call in troops (the armed forces wert 
deputised to Comelec for the elections) 
At the time, six precincts from the tow) 
proper showed Mrs Aquino winnin; 
handily. “Marcos will win by a landslid 
here," Sangalang predicted. 

Still, the intimidation and counting 
irregularities could not give Marcos th« 
lanslide he wanted. The official tally fo: 
the region as a whole was, like the coun 
nationwide, extremely close. But i 
Labour Minister Blas Ople's home tow1 
in Bulacan, and in Public Works anc 
Highways Minister Jesus Hipolito’ 
home town, Mrs Aquino won, as she dic 
in Pampanga, despite Mendoza’ 
pledge to resign if she did. 
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C. IBM help your calf put on weight? 
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Just push the button. The new Nikon L35AD2's eleven automatic 
features make every shot a winning shot. 

Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advance keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 
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(Nikon) NIPPON KOGAKU K.K. Fuji Bldg., 2-3, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100, Japan 
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Y Vore not producing the feed, but 


our customers gain in efficiency. 





The feed grain business is tough enough when 
you're the largest in the industry. But for a small 
company to keep costs down and still supply the highest 
quality feed requires day-to-day control of all the xi tors 
that affect the business. 

Korea’ Heung Sung Feed Company realised they 

| needed to know 

ES ahead of time how 

© different levels 
of production might 
affect their overall 
profit picture. So they 
turned to IBM. An 
| IBM small business 
' computer lets them 
simulate various 
rates of production 
and calculates the bottom line effect. The result is 
lower costs and a competitive edge in a difficult market. 

IBM is helping small businesses in 
countries all over the Asia-Pacific region. We can round 
out the picture for you: with hardware, software and 
the specialised experience to help you get your business 
running more efficiently. 





NOW, MORE THAN EVER, 
THE WELL-INFORMED INVESTORS 
ARE HEADING FOR CANADA. 











are Stable. 


the Canada/U.S. 


can consumers. 


Forum survey has ranked 
Canada among the world 


availability of risk capital, 


potential for private bankin 
credit to business. In annua 
GNP growth, the O.E.C.D. 
ranks Canada second only 
to Japan. 


Technology. Canada is an inno- 
vative world leader in fibre 
optics, cable television, videotex, 
and satellite communications. 


With the formation of Invest- 
ment Canada, the Canadian 
Government has placed the 

welcome mat out to foreign 
investors. That's why, these 
days, Canada is where you'll 
find the companies that want 
their money to work the hard- 
est for them. That, plus so 
many other good reasons. 


Energy. Beneath Canada's sur- 
face there are more economi- 
cal energy resources than any- 
where else in the world. Energy all the reasons why Canada 
supplies are secure and prices 


The Market. Within one day's 
road or rail transportation of 
order there 
are 150 million North Ameri- 


Financial Dynamism. Canada's 
five largest banks rank among 
the largest in the world. And a 
recent European Management 


leaders in freedom of capital, 


entrepreneurial initiative, and 


Canada is clearly the country 
of today and the future 
for the knowledgeable 
investor. Come and see for 
yourself. Plan on attending 
"OPPORTUNITIES CANADA ‘| 
a unique showcase o 
Canadian industrial capability 
and investment opportunities 
to be held in Toronto, 
March 12, 13 and 14, 1986. 


Send for a copy of our inves- 
tor's handbook and find out 


could be the land of opportu- 
nity for your company. We will 
also send you a brochure on 
"OPPORTUNITIES CANADA *. 


Attach your business card to a 
copy of this ad and post it to: 
Investment Canada, 
Canadian High Commission 
P.O. Box 10990, 
50732 Kuala Lumpur, 
Malaysia TLX 30269 
DOMCAN MA 


Investment Canada, 
Business Centre, 
Commission for Canada, 

GPO Box 11142, 
Hong Kong. 


Investment Canada, 
Canadian HIgh Commission, 
Maxwell Road, P.O. Box 845, 
Singapore 9016. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 





Now National Austr li B nk 
brings Hong Kong and 
Australia together with full 
service EE 4 ary 
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National Australia Bank continues 


its commitment to bringing ) Vs E E" 
together the financial resources AD an A Lr son d. 
ofthe Asia-Pacific region. F Be eee dA 
Headed by Mr. T.J. Morris, the [MMP caer] EMEN 


new National Australia branch 
will continue to offer the same 
high standards of professional 
competitive service and personal 
attention established by National 
Australia Finance (Asia) Limited. 
In addition to the existing services 
the new branch will provide a 
comprehensive range of banking 
and financial services including: 

=Customer Deposit/Lending 
Operations. 

=lnterest Bearing Deposits, 
Certificates of Deposit. 

aForeign Exchange Dealings. 

=[nternational Trade Finance 
Services. 

sEurocurrency Finance. 

= Money Market Operations. 
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Contact Chief Manager, Terry 
Morris or any of his staff today and 
discover how getting together with 
National Australia Bank can 
benefit your, business. 

Hong Kong Branch 

4301 Connaught Centre 

1 Connaught Place 

Central Hong Kong 

Tel: 5-262041 Telex: 75315 
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Global Representation: Singapore = Hong Kong s Tokyo # Kuala Lumpur ® Beijing = Jakarta = Seoul = Bangkok = Port Moresby 
= Wellington = New York a Chicago = Dallas = Los Angeles » San Francisco " London » Frankfurt » Athens 
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Putting it straight 


Peking's man tries to allay concerns about the future 


By Emily Lau in Hongkong 

he Chinese Government has gone 

some way to revealing its thinking 
on controversial areas of the Sino-Bri- 
tish joint declaration on the future of 
Hongkong, such as the idea of Hong- 
kong administered by local people and 
the relationship between the future 
Hongkong Special Administrative Re- 
gion's (SAR) executive authorities and 
the legislature. In 1997 Hongkong will 
revert to Chinese sovereignty, becom- 
ing a SAR with “a high degree of au- 
tonomy." 

The message came from a delegation 
of Chinese officials and legal experts 

ho spent 33 days here to collect infor- 

vation and local opinion on the Basic 
Law — the mini-constitution of the 
SAR, and appeared to be that Peking 
has already taken a stand on the impor- 
tant issues, but that does not mean it will 
not change its mind. 

The 12-member delegation was 
headed by Lu Ping, the secretary-gen- 
eral of the Chinese state council's Hong- 
kong and Macau Affairs Office and dep- 
uty secretary-general of the Basic Law 
Drafting Committee (BLDC), a 59- 
member body appointed by Peking. 
Its work was in preparation for the 
second BLDC meeting to be held in Pe- 
king in April. Lu has been to Hongkong 
many times and is acknowledged by 
Hongkong officials as someone who 
knows the territory. 

An article by the official Xinhua 
newsagency said Lu's delegation met 
1,100 people from many walks of Hong- 
kong life. The delegation received rep- 


ssentations on the structure of the 


—asic Law, relations between the Basic 


Law and the Chinese Constitution, con- 
vergence between political changes and 
the Basic Law, methods for selecting 
the SAR chief executive, relations be- 
tween the SAR executive and legisla- 
ture, the people's rights and obligations 
and the power to interpret and amend 
the Basic Law. 

At the beginning of the visit, Lu said 
he would only listen and would not ex- 
press any opinion. But that was quickly 
abandoned due to what the Chinese 
claimed to be pressure from reporters. 
Lu's comment that there would be free- 
dom of the press after 1997 so long as it 
did not threaten China's sovereignty 
was received with dismay by the mass 
media (REVIEW, 13 Feb.) and his re- 
mark that the phrase "Hongkong ad- 
ministered by Hongkong people" was 
unscientific caused a minor storm. The 
comment came in the wake of wide- 
spread feeling that Peking has forsaken 
the phrase because it has outlived its 
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usefulness às an incentive for reunifica- 
tion and because it has been “over-in- 
terpreted" by some Hongkong people 
to mean something close to self-rule. 
Lu's assertion that the phrase was 
not first used by Chinese leaders also 
sparked off concern. The pro-Peking 
Ming Pao newspaper, published by 
BLDC member Louis Cha, said it was 
the former director of the Hongkong 
and Macau Affairs Office, Liao 
Chengzhi, who first used the phrase 
when he received a delegation of Hong- 
kong industrialists in November 1982. 
Lu's apparent attempt to distance 
Peking from the expression caused 
alarm, so to dispel anxiety he said the 
idea had not been abandoned by China, 


i Pot ICE RS 
dispelling anxiety? — 591" CHINA MORNING Post 
that the SAR would be run by “local 
people" and this would be written in 
legal language in the Basic Law. 





T executive editor of the independent 
China-watching monthly magazine 
The Nineties, Fong So, said Peking's at- 
tempts to play down the phrase should 
be seen in the context of its strategy to- 
wards Taiwan. He said the idea could 
not be extended to “Taiwan adminis- 
tered by Taiwanese" because that might 
stir up existing demands for self-deter- 
mination by some locally born 
Taiwanese, which is opposed equally by 
the Nationalist government and Peking. 

There was also controversy over the 
government structure of the SAR. Ac- 
cording to the Sino-British joint dec- 
laration, the legislature of the SAR 
“shall be constituted by elections. The 
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executive authorities shall abide by the 
law and shall be accountable to the 
legislature." Lu said the word "account- 
able" had many meanings and China 
had not made up its mind. But almost in 
the same breath he said it could mean 
"clarify, explain and consult,” and did 
not necessarily mean the SAR legisla- 
ture would become the centre of power. 

Lu later told a group of professionals 
there should be separation of power be- 
tween the SAR executive and legisla- 
ture, with mutual checks and balances. 
Lu said he did not wish to see members 
of the executive elected from among the 
legislature. He stressed the executive 
should not be subordinate to the legisla- 
ture or vice versa, indicating Peking 
would not accept the legislature becom- 
ing the centre of power which controls 
the executive. On the question of how 
the chief executive should be selected, 
Lu called on the Hongkong people to 
express their opinion. 

Senior Hongkong officials privately 
said the concept of accountability out- 
lined in the joint declaration should be 
interpreted with reference to the pre- 
sent government structure. They said 
the present executive is accountable to 
the legislature because unofficial (non- 
civil servant) members of the Legisla- 
tive Council (Legco) can scrutinise 
legislation, question government offi- 
cials on major policies and have the 
power to approve government finances 
and summon officials to answer ques- 
tions before sub-committees. 

This view is not shared by many 
Legco unofficials who see themselves as 
government "advisers" who wield no 
power. Some unofficials have suggested 
Hongkong should adopt a ministerial 
system, where unofficials will be ap- 
pointed as heads of government depart- 
ments. The chairman of the Bar Associa- 
tion, Denis Chang, said in order to show 
that the executive is accountable to the 
legislature, the latter should have a say 
on the appointment and dismissal of the 
SAR chief executive — the equivalent 
of the present governor. 

The idea of inviting international 
jurists to help draft the Basic Law was 
put to Lu by Helmut Sohmen, a 
member of the Basic Law Consultative 
Committee, a 180-member group set 
up to collect public opinion on the 
Basic Law. Sohmen is also a Legeo 
unofficial and the son-in-law of shipping 
magnate Sir Yue-kong Pao, who is à 
BLDC vice-chairman. Sohmen said 
using international experts to draft the 
first copy of the Basic Law would 
guarantee objectivity and speed up the 
drafting process. 

But the idea was dismissed by Lu, 
who said the drafting of the Basic Law 
was China's business and should be 
undertaken by Chinese people. "Taking 
their [foreigners'] advice is all right . . . 
[but] doesn't China have the people 
to do it? Aren't we the people?” Lu 


asked. 
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MALAYSIA 


Challenge in Kedah 


Pas poses a growing threat to Umno in Mahathir’s home state 


By Suhaini Aznam in Alor Star 
Hu soothing wafting of ripening 
paddy in Kedah, Malaysia's north- 
ern rice-bowl, belies the political rest- 
lessness blowing through its sun- 
drenched fields. In the past few years, 
the opposition Parti Islam (Pas) has 
stepped up activity in the state, making 
inroads — though yet untested — which 
have increasingly worried the United 
Malays National Organisation (Umno), 
the dominant party in the ruling Na- 
tional Front. 

Here only Pas offers a real challenge 
to the front. But in a state where the 
party loyalties of Malays, which make 
up 72% of the its population, are al- 
ready firmly given to either Umno or 
Pas, the influence of National Front 
parties representing Kedah's Chinese 
(19%), Indians (8%) and a smaller 
number of ethnic Thais has become cru- 
cial. 

Although Umno is hardly likely to 
lose the state to Pas, certain marginal 
seats such as Kota Setar and Padang 
Terap — where Malay voters are 
equally divided between the two Malay 
parties — could well swing to Pas if the 
Malaysian Chinese Association (MCA) 
fails to deliver its Chinese supporters to 
the front, or the Gerakan similarly fails 
to deliver its smaller number of Chinese 
backers and the locally significant 
number of Thai voters in areas near the 
Malaysian-Thai border. Kedah's Indian 
voters have always been loyal to the 
front via the Malaysian Indian Congress 
(MIC). 

At first glance, Umno's worries seem 
baseless. Pas won only two of 26 seats in 
the Kedah state assembly in 1982 and 
lost each by-election since then. But un- 
deniably, Pas' influence has grown, 
especially in the poorer, more hilly east- 
ern half of Kedah where only single- 
cropping of paddy is possible — show- 
ing almost a direct correlation between 
paddy productivity and political lean- 
ings. "This time, the National Front has 
to work very, very hard,” an MCA 
worker said. 

Kedah is important to Umno not 
only because it is one of the traditional 
"Malay states" but because it is Prime 
Minister Datuk Seri Mahathir 
Mohamad's home state. Erosion of 
Umno's grip on the state could be 
viewed as a slap in the face for Maha- 
thir. 

And Kedah villagers closely identify 
with the prime minister. He is one of 
their own, a native son who made good 
and is now making sure that his rural 
home state enjoys development bene- 
fits. Thus, when Mahathir swung 
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through Kedah in a series of meet-the- 
people rallies on 30 January, the show 
of solidarity was impressive. 

Waving placards, in the sweltering 
heat, bearing Mahathir’s portrait, the 
15,000-strong crowd assembled at Alor 
Stars sports stadium yelled: “Long 
live Mahathir!” Huge banners shouted: 
“Kedah National Front stands firmly 
behind Mahathir.” Others screamed: 
"Rumours destroy; lets destroy 
rumours." 

Mahathir looked pleased. In the 
jam-packed front rows the National 
Front component parties vied for prom- 
inence to prove their support to the na- 
tional leader — even if they could not 
quite muster the 50,000-strong assem- 
bly promised earlier. The diverse crowd 
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Mahathir; Kedah rice processing: show of solidarity. 


was reminded how far the National 
Front had brought the nation since inde- 
pendence — and how peaceful co-exist- 
ence between the races was possible 
because of the front's efforts. 


B: Mahathir’s swing of state-to- 
state rallies — apparently a first 
round of pre-election campaigns — was 
primarily targeted at Malay audiences. 
More than one front leader has 
suggested that'the prime minister also 
wanted to tacitly exert his authority — à 
clear warning to supporters of Deputy 
Prime Minister Datuk Musa Hitam, 
who apparently wish to hasten the pro- 
cess of logical succession. 

A major portion of Mahathir’s 
speech in Alor Star — and of a speech 
he delivered the next day in Kuala Ketil, 
near Memali. a Pas stonghold where 


police and villagers clashed violently on 
19 November last year — was devoted 
to rebutting rumours surrounding the 
clash. Fourteen villagers and four 
policemen died in^ the violence 
(REVIEW, 5 Dec. '85). 

Defending police action in Memali, 
Mahathir said: “If the villagers shot at 
the police without warning. of course 
those under attack must defend them- 
selves .. . The villagers who died, died 
victims to the false teachings of [village 
religious teacher] Ibrahim Libya,” 
Mahathir stressed. Someone in the at- 
dience yelled “Mati katak!” (a frog's 
death — without purpose). 

The government has placed 36 of the 
original 153 villagers detained in con- 
nection with the clash under Malaysia's 
controversial Internal Security Act 
(ISA), which permits the authorities 
to detain suspects for two years with- 
out trial. To date, 104 others have been 
released, leaving the fate of 13 un- 
known. ifj i 

Pas has objected vehemently. 
their detention, demanding that they 
either be unconditionally released or 
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charged in court. “There is no reason to 
use the ISA because the government 
had confirmed that what happened in - 
Memali was purely criminal in nature," 
asserted Pas deputy president Fadzil 
Noor. 

Just before Mahathirs stop in 
Kedah, the pro-government New Straits 
Times suggested that another Memali 
was brewing in the east-coast Pas strong- 
hold of Rusila. Rusila is the home vil- 
lage of Trengganu Pas chief Abdul Hadi 
Awang, a charismatic religious teacher 
who draws thousands to his religious- 
political lectures. 

Mahathir accused Pas of trying to 
provoke the government into retaliating 
and causing another incident, and de- 
clared that the government would not 
fall into that trap. Pas has rebutted that 
it is Umno which is trying to initiate a 
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work on 


You work overseas. Hard and long hours. But are 
you getting the most out of it financially? 

". You have to plan carefully. And you need profession- 
al advice. Advice from someone you know you can trust. 

Lloyds Bank can help you and your family with all 
the financial problems that come from working abroad. 

Our specialists have years of experience helping 
people like yourself with their finances. So look out for 
them when they visit the major expatriate centres. They 
hold free seminars, giving sound expert advice on finance, 
taxation, savings and investment. 

We also offer an excellent back up service here at 
home. We advise you on how to make the most of your 
offshore status. And hel p you to decide upon the best way 
to invest your savings, and arrange the most suitable 
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youre AWAY, 
let Lioyds Bank 


your account. 


insurance schemes. What's more we can unravel the com- 
plexities of your tax situation. In short we can explain the 
alternatives and recommend appropriate arrangements 
for you, so that your money works as hard as you do. 
Write to one of the addresses below or ask at any 
Lloyds Bank branch when you're on leave in Britain. 
John Evans, Assistant Manager, Lloyds Bank Plc, 
West End Trust Branch, 16 St. James's Street, London 


SWIA IET England. 
Brian West, 
Lloyds 
Bank 


Deputy Manager, 
Lloyds Bank Plc, 
9 Broad Street, 
St. Helier, Jersey, 
Channel Islands. 





A THOROUGHBRED AMONGST BANKS. 
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— Hadi'slarge following. — e 
| Pas’ influence is widespread. Apart 
from selling innumberable cassette tapes 
| of speeches by Hadi and other Pas 
| luminaries, they also talk religion as 
| they sell their wares from village to vil- 
| lage on the "pasar malam" circuit (eve- 
| ning open markets), an MCA divisional 
| chief said. ert? 
| | On2 February, the Kedah Religious 
| Affairs Council announced in a rains 
| (Muslim edict) that 13 of the 14 villagers 


1. 
x 
| killed in the Memali violence, who had 


«| 

: | been given Muslim burial rites accorded 

| to martyrs — including Ibrahim himself, 

| the man at the eye of the storm — were 
| not martyrs after all. 
| |. Pas promptly denounced the ruling. 
| "The ruling was not unexpected be- 
| . cause the fatwa committee is an arm of 
| the government, and Umno leaders had 
| already been arguing against our be- 
| lief," Fadzil said. Pas refused to accept 
| the edict and now wants the committee 
| to disclose the criteria for its decision. 
| The issue of martyrdom is worrying 
~ to Umno. Between 70 and 100 Muslims, 
. some from other states, are said to visit 
. the 13 graves daily. The line of graves at 
= Kampung Parit Panjang, about 40 mi- 
.| nutes from Memali, are now considered 
| something of a sacred landmark to Pas 
| followers — an emotive image the gov- 
| ernment wants to erase. 

E. pae ahile, Pas has begun present- 
p ing two youths from among the 104 
| former Memali detainees at various Pas 
| dialogue sessions in neighbouring 
| Kelantan, where they tell their tales of 
if alleged police brutality before they 
| were finally released. If anything, Pas is 
| even stronger in Kelantan tpan in 

X Kedah, having ruled it for 18 years until 

| . 1978. 

; | At Kampung Pulau Timbul, Kedah, 
| on the very evening of Mahathir's visit, 
| Fadzil himself drew an audience of be- 

| tween 1,000 and 2,000 to a Pas political- 
| religious lecture, where he rebutted the 
| allegations aimed at Pas. Where 
= Mahathir criticised Pas for killing gov- 
| ernment troops, Fadzil accused the goy- 
| ernment of killing villagers just because 
| “they followed their religious teacher.” 
|  Distressingly for Umno, the an- 
| tagonism between Pas and Umno in 
| Kedah is mild compared with that in 
| other Malay-dominated states, such as 
| Trengganu, Kelantan, Perlis and north- 
| ern Perak. 
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| said a former Umno village-level ac- 
| tivist near Kuala Ketil, whose own 
| house is surrounded by Pas followers. 
| “For the safety of my children, I pretend 
| to be on their side when I’m with them, 
| with Umno when I’m outside the vil- 
| lage," she confessed, underscoring the 
.| extent to which the village social fabric 
| has disintegrated as a result of divisive 
| politics. — —— | oO 
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3 ai “Some villagers refuse to greet each: 
| other, or attend each other's feasts,” 
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Asean countries should 
jointly produce weapons . 


Or of the acknowledged short- 
comings of Asean (comprising 
Brunei, Indonesia, Malaysia, the 
Philippines, Singapore and Thailand) as 
a regional economic grouping has been 
its inability to forge cooperation in trade 
and industrial endeavours, a point that 
was highlighted in 1985 by Malaysia’s 
Prime Minister Datuk Seri Mahathir 
Mohamad when he opened the annual 
meeting of Asean Economics/Finance 
Ministers in Kuala Lumpur. 

In contrast, however, greater pro- 
gress seems to have been attained in the 
areas of political and security coopera- 
tion. There is a united Asean stand on 
the Cambodia issue, cooperation in 
common border talks, joint military 
exercises and exchanges of information 
on bilateral and trilateral bases, and 
even common positions in Asean's 
dialogue with its major trading partners 
in the developed, capitalist world. 

But in terms of industrial/economic 
ventures, such as in the Asean Indus- 
trial Projects, Asean Industrial Joint 
Ventures and industrial complementa- 
tion, many obstacles have arisen as to 
obstruct their progress, not least being 
the primacy of national interests. 

Not disregarding national interest as 
a critical factor, manifest or latent, how- 
ever, one may discern possibilities in 
which there could be industrial com- 
plementation in parallel with the exist- 
ing degree of security cooperation with 
Asean. There is a strong possibility that 
this question has not been seriously dis- 
cussed in the many meetings and get-to- 
gethers of Asean's high officials and 
ministers. A likelihood caused, perhaps. 
by the lack of imagination and forward- 
planning in the need to focus on short- 
term and more immediate issues. 

It seems relevant to review this ques- 
tion in the light of the weapons-industry 
exhibition — "Defence ^86" — to be 
held in Kuala Lumpur from 18-21 
February, and in the hope of creating a 
window of opportunity in terms of 
Asean regional cooperation in the secu- 
rity and industrialisation sectors. 

Although Asean is not a defence 
pact, it is understood that cooperation 
in security and defence matters at below 
the regional level between two or three 
member-states is legitimate and nor- 
mal, and not incongruent with the 
Asean Concord and Treaty of Amity 
and Cooperation and the 1967 Declara- 
tion which established the grouping in 
the first place. 

Nevertheless, there has been little 
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that could be exploited:to the benefit of 
national.as well as regional goals. The 
issue is more acute as the sense and 
urgency of national self-reliance in.de- 
fence and security matters becomes 
more pressing for an association that 
seeks ultimately the creation of a zone 
of peace, freedom and neutrality. 

Such self-reliance not only means a 
lesser dependence on allies and friendly 
powers whose role is seen to act as a de- 
terrent to external aggression but also a 
greater independence in .terms;! of 
weapons, supplies and production. For 
Indonesia, particularly, its experience- 
of heavy reliance on Soviet.equipme: 
in the Sukarno period before 1965 ana. 
in the aftermath, has left a deep imprint 
on the need to have a strong supply and 
production capability of its own. But 
such a policy seems more tangible if 
viewed in the context of Asean security 
cooperation that would emphasise stan- 
dardisation and inter-operability of 
equipment. LOO 

Would it not make sense, for exam- 
ple, if small-arms ammunition produc- 
tion be concentrated on a more stand- 
ard calibre in each and every Asean 
country but which could also cater for 
the markets of its partner-states and 
even beyond Asean? 


t this point, it would seem that each 
weapons industry in Asean has 
tended to go it alone, but in the context 
of each national industrialisation plan. 
On the one hand, it may be perfectly 
good nationalism for such effort to 
target on its own national needs and t! 
global market (as in the case of Singa- 
pore), but on the other it begs the ques- 
tion why such an endeavour could not 
have been synchronised in line with 
Asean's security and defence-logistics 
needs. It is poignant to note that the 
needs of each Asean member's weapons 
and arms supplies are too small to. war- 
rant manufacturing plants that cater 
only to national requirements. At best, 
such plants can only become inefficient 
in the long run. | 
A case in point relates to the express- 
ed hopes and plans to produce an as- 
sault rifle. Indonesia is already well 
ahead with its proposal to produce its 
FNC assault rifle, whereas Singapore al- 
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ready has one model that tias seen 
some success in sales outside Southeast 
Asia. - 

Malaysia, meanwhile, has still not 
dampened its plan to produce its own 
assault rifle in partnership with a Euro- 
pean concern. However, all three, to- 
gether with Thailand and the: Philip- 
pines, at present have the American-de- 
signed M16 as their standard infantry 
weapon, which: makes sense in terms of 
equipment standardisation and inter- 
operability in the context of Asean's 
security Cooperation scenario. 

‘Could not à'joint venture or effort 
have been worked out so as to allow for 
the establishment of a manufacturing 
facility to coordinate such entry into as- 
sault rifle assembly but at the same time 
to allow weapons standardisation? 

A similar argument could be worked 
out as well in terms of the fact that virtu- 
ally all'the countries of Asean now ope- 
rate with F5 and A4 combat aircraft 
pi: possibly later, also, the F16), but 


Hinow want to create their own expen- 
16 ) 









sivé aircraft-maintenance and overhaul 
facilities. 

In economic terms, it may be perti- 
nent to raise several questions. First, for 
the Asean countries that are now only 
emerging as newly industrialising coun- 


tries, is it appropriate to develop a 
defence industry sector, given capital 
and technological knowledge deficien- 
cies? Secondly, even if it is recognised as a 
legitimate expression of national aspira- 
tion to be able also to engage in the pro- 
duction of the means of defence, might 
not this be more easily achieved on a re- 
gional scale so as to overcome narrow 
national priorities? 

Thirdly, but not least, what are the 
costs involved in attaching too much 
premium on indigenous weapons-pro- 
duction capabilities when most of 
Asean are still capital-poor, developing 
countries? For example, it has been as- 
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serted that a round of small-arms am- 
munition now costs more to manufac- 
ture in Malaysia than in its original 


country of manufacture. Wherein, as 
such, lies the economic logic of indigen- 
ous ammunition production? 


A these questions are difficult to 
answer, but it is suggested here that 
an Asean regional effort to look at these 
issues more profoundly may well serve 
the goals of regional economic coopera- 
tion and industrial complementation as 
well as enhance regional security and 
defence cooperation. 

At the same time, national priorities 
can still remain intact. Indeed, as noted 
by one observer, “the logic of intra- 
Asean defence-industrial cooperation is 
that of regional resilience, that is, com- 
plementing one another's capabilities in 
order to develop regional self-reliance 
and create a regional pool of skills and 
resources.” That having been said, it is 
of course recognised that national secu- 
rity concerns take precedence over re- 
gional ones, and that mutual suspicions 
over each other’s motives still exist 
among the member-states of Asean. 

Yet, it seems to beg the question why 
common interests among Asean coun- 
tries on items such as technology trans- 


€ The logic of intra-Asean 
. defence-industrial 
cooperation is that of regional 
resilience, that is, 


complementing one another’s 
capabilities in order to 

develop regional self-reliance 

and create a regional pool of 
skills and resources. ? 





fer, licensing, co-production and even 
joint marketing in the defence industry 
could not be negotiated on a regional 
scale with foreign manufacturers. 

Although it is patently clear that 
most of the Asean countries have now 
embarked on their own indigenous de- 
fence-industrial complexes, more out of 
national chauvinism than straight eco- 
nomic reasoning, it is not too late for an 
effort to be made to coordinate defence 
production together with regional secu- 
rity needs. 

In this regard, perhaps, the private 
sector may have to take the lead, just as 
it was the private sector that finally got 
the Asean Finance Corp. off the 
ground. It is pertinent to observe that 
some official bilateral discussions, espe- 
cially between Malaysia and Indonesia, 
on cooperation in the defence industry 
has already taken place over the past two 
years, but nothing concrete so far has 
subsequently developed. 

Might not heightened efforts in this 
endeavour more on a regional basis in 
Asean be timely in this period of de- 
pressed economic times? Oo 


NEPAL 


A poll for 
the panchas 


Political parties are likely 
to boycott the election 


By Kedar Man Singh in Kathmandu 
N epal will hold a general election on 
12 May to choose 112 members or 
panchas for the country’s unicameral 
legislature, the Election Commission 
announced. This will be the third gen- 
eral election in the country’s history and 
the second under the 25-year-old non- 
party panchayat system, which has been 
criticised frequently by political parties. 

As expected, the political parties are 
likely to boycott the coming election. 
Krishna Prasad Bhattarai, president of 
the Nepali Congress party, the coun- 
try's largest political grouping, said his 
followers would not take part in the 
election. Although the communists and 
other parties of the Left have made no 
official announcements, they too are ex- 
pected to stay out. 

The Nepali Congress came to power 
in the country's first general election in 
1959 — run on the Westminster model 
complete with contending political par- 
ties — but was dismissed by the then 
king, Mahendra. In May 1980, à na- 
tional referendum approved a partyless 
panchayat system and another general 
election was held under the new system, 
which political parties boycotted. Since 
then the parties have maintained that 
they would stay out of the electoral pro- 
cess as long as the panchayat system was 
in force. 

Bhattarai complained recently that 
the authorities had not even shown the 
courtesy of consulting him before fixing 
the date for the May poll. He was refer- 
ring to the assurance given by King 
Birendra after the 1980 referendum that 
despite the panchayat system the wishes 
of the opposition and the minorities 
would be "respected and not ignored." 
The Nepali Congress is to hold a party 
convention within a month and the issue 
is likely to be discussed further. With 
the panchayat system fully entrenched. 
it is likely some members of political 
parties could contest the polls in their 
individual capacities. 

The race to get into the national 
panchayat is keen with an expected 
4,500 candidates filing their nomina- 
tions for the 112 seats — another 28 are 
to be nominated by the king. According 
to some political analysts, anything upto 
60% of the incumbent panchayat mem- 
bers might lose their seats. The Election 
Commission will be assisted by 50,000 
civil servants to conduct the balloting in 
12,000 far-flung polling stations where 
about 9 million will vote. oO 
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By Kim Gooi and John McBeth in Bangkok 


E "T" he heroin price on the Thai-Burmese 
|. WV border has risen to its highest level in 
years, leaving analysts uncertain as to 
| whether it is the result of effective en- 
_ forcement operations or whether opium 
_warlord Khun Sa has established such a 
— grip on the trade that he is now dictating 
id market conditions. Either theory could 
| ‘be the case, though conventional wis- 
= dom has usually favoured the first — if 
aS - only because government agencies tend 
| to earn the credit. 

Anti-narcotics sources say the price 
of a kg of No. 4 heroin has rocketed 
| . from US$2,500 six months ago to US$5- 
| 6, 000 today — the highest it has been 
since Khun Sa began rolling up a major- 
E. ity share of the Golden Triangle trade in 
|| the mid-1970s. Now, he is said to con- 
| vo as much as 80% of the trade. The 
| high heroin price appears to be largely 
br . due to an equivalent rise in opium prices 
4 along the Thai-Burmese border, from 
| US$188.60 to US$377.30 a kg. 
+ Despite constant harassment since 
| his thousands-strong Shan United 
| MM (SUA) was forced out of Thai- 
. land and into Burma in a bloody battle 
_in early 1982 (REVIEW, 19 Feb. '82), itis 
clear Khun Sa has not only adapted to 
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|| INTERVIEW/KHUN SA 


urrounded by a phalanx of aides 
m" Khun Sa, leader of the SUA, un- 
i emm his gunbelt and offered Eng- 
b | lish- made cigarettes as he greeted me at 
- this jungle base several miles east of 
E. Thailands northwest border with 
E: — Burma. It had taken weeks of clandes- 
| tine meetings with Khun Sa agents and 
EH then a two-day journey by pickup truck 
| | and horseback across mountain ridges 
| . and more than 30 rivers and streams to 
I reach the man who is known as the 
- Golden Triangle's opium king. 

| Looking robust and healthy, Khun 
| . Sa exudes a charisma and sense of confi- 
| 


J. anything else how he has come to domi- 
E nate Burma's Shan state drug trade. He 
counts among his favourite books such 
_ Chinese classics as The Three Kingdoms 
and Sun Tze's The Art of War, and in 
| Shan, Chinese and Burmese he glibly 
tells of his struggle for Shan nationalism. 

Despite his reputation for ruthless- 
ness there is little doubt he has the que 


if 


| 


TN 
pi 


- 


P: dence that explains perhaps better than. 






High-priced high 


| Golden Triangle heroin costs more as Khun Sa consolidates trade 


his new situation but has continued to 
prosper to the detriment of his bitter 
rival, Kuomintang (KMT) chieftain 
Gen. Lee Wen-huan. By seizing one of 
the KMT's main trade routes running 
from the Shan highlands to Thailand's 
northwestern-most province of Mae 
Hong Son in March 1984, he now con- 
trols much of the equally lucrative traf- 
fic in jade and precious stones as well. 

During a recent interview (below) 
at a camp located a four hours’ horse- 
back ride from the Mae Hong Son—Bur- 
mese border — Khun Sa’s first with a 
foreign newsman in 10 years — the 52- 
year-old Shan Chinese laughed off 
rumours. of a serious illness and dis- 
played an air of flamboyant confidence. 
But on the subject of the US Drug En- 
forcement Administration (DEA), he 
became excitable and vitriolic — a real 
hint, perhaps, that at last he may now 
be teeling the squeeze as a result of op- 
erations by Thai and Burmese au- 
thorities. 

Lying by his side was a hard-bound 
book containing minutely detailed 
after-action reports of each clash the 
SUA has been involved in. In it he 
noted 37 air and ground attacks by Thai 


| Just a freedom fighter 


| Opium warlord says he only seeks independence for Shan states 


inf By Kim Gooi in Korng Ngern, northeast Burma 


ities of a leader, with the sort of intel- 
lect, flamboyance and even warmth that 
commands loyalty from his men. But he 
is also wary, moving constantly through 
his rugged empire to avoid being 
targeted for air or ground attack. “See- 
ing you are here, I will have to change 
my residence soon,” he told me laugh- 
ingly. But it was clear that he was seri- 
ous and, following my departure, he 
would leave Korng Ngern. 

Born in Loy Maw near the northern 
Shan state town of Muang Yai, Khun Sa 
was an orphan at five and was reared by 
his grandparents. Owners of a number 
of tea plantations, his family came from 
a long line of magistrates who presided 
in the days of the Shan feudal system. In 
1959 he joined a people’s militia unit set 
up by the Rangoon government, but it 
was not long before he broke away and 
formed his own private army. 

Many thought he was finished when 
he lost out in the 1967 opium war with 
the Kuomintang — his bitter rival even 
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A Pdea a re- 
markably accurate Version ^ of the 
January 1982 battle at-his former Ban 
Hin Taek headquarters. and an unre- 
ported incident at Hsenmengku on 9 
May the same year, when the SUA 
claims to have downed a’ That helicopter 
with an M79 grenade launcher, killing 
five of the nine on board. 

Situated well to the east of Mae 
Hong Son on the border between 
Burma and the Thai province of Chiang 
Rai, Hsenmengku and surrounding 
areas seem to have been Khun Sa's base 
of operations for much of the past five 
years. 


Ar from the Ban Hin Taek inci- 
dent, the heaviest harassment ap- 
pears to have taken place from 6-26 Sep- 
tember 1984, with book entries record- 
ing 10 aerial bombing raids on: some of 
his 30 camps spread out along a 280-mile 
stretch of the northern border. The 


most severe is said to have occurred off 
the morning of 19 September when'/tw 
American-made OV10 light aircraft 
dropped napalm on the SUA's Hsaop- 
lam base close to the Nam Hkok River, 





Khun Sa: struggle for nationalism. 


BRIAN TSADS 


today — and two years later was impris- 
oned by the Burmese. But his trusted 
lieutenant, chief of staff Chang Tse- 
chuan, kidnapped two Soviet doctors in 
1974 and successfully bargained for his 
release. Khun Sa re-established himself 
in Thailand and, despite being forced 
back into Burma in 1982 when 
Bangkok's traditional buffer mentality 
underwent a change, he has continued 
to prosper — at least up until a few 
months ago. Ge 
. Now, he reveals a certain agitation. 
During a recent interview, the 52-year- 
old warlord deliberately refrained from 
referring to the actions of Thai au- 
thorities and instead aimed all ies bitter- 


30 miles southwest of Hsenmengku. 
Khun Sa said that government-paid 
agents plant homing devices in or near 
his camps to guide attack aircraft. 
| US agents grudgingly acknowledge 
that Khun Sa,/has the best organisation 
on the frontier, largely welded together 
over the past. decade by chief of staff 
Chang Tse-chuan, a Russian-speaking 
Whampoa Military Academy graduate 
whose tactical. brilliance is- acknow- 
ledged to be unmatched among the Bur- 
mese rebel groups operating in the 
Golden Triangle. But even that may not 
be enough in the face of sustained Thai 
operations and the prospect of possible 
opium shortfalls brought about by an 
extensive Burmese army eradication 
programme in the northern Shan states. 
Although Thailand accounts for only 
5-10% of the total Golden Triangle crop 
and eradication efforts have been more 
restrained here than those in Burma — 
mainly for economic and security 
"'easons,-— analysts feel that a recent 
-government decision to get tougher 
with hill-tribe growers is having an im- 
pact on heroin production as well. 
Acting for the first time during the 
1984-85 growing season, Thai 3rd Army 
troops cut down about 3,000 acres of 
opium poppy across Thailand's north- 
ern provinces. Simultaneous warnings 
to tribesmen that they must rely on sub- 
stitute crops for their future income ap- 
peed to p to pay off this year, with a signi- 
nt reduction in plantings. However, 
the army went back into the fields — 
this time covering a much wider area 


ness and hostility at the US DEA whose 
agents, in reality, have little to do with 
field operations. 

Excerpts from the interview follow: 


What is the military situation along the 
border, as it relates to your conflict with 
“he Thais and the DEA? 

7 Ever since 1977, the DEA has never 
left us alone, has never left me alone. 
They always harass me and kill my peo- 
ple. Since 1980, they have attacked and 
bombed me 37 times. 

In the latest attack on 6 December 
1985, 19 days before our arrival here, 
-three OV10 aircraft bombed my camp 
onthe Mae Sai River. Two Shans were 
killed and three wounded. All our rice 
stores and houses were destroyed. The 
IDEA sends tribal agents into the Shan 
states to plant homing devices in the 
‘camp they think I am staying in. When 

the planes fly over, the devices give off 
signals and the bombs are dropped. 

, I know where the DEA office is lo- 

cated [in Chiang Mai, northern Thai- 
land]. If I was impatient, I could bomb it 
easily, but I will never do that. I have 
asked my people to be patient, but their 
relatives are being killed. How long can 
I restrain them? Like a dam, it will burst 
one day. 

I've heard that in other countries 
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and destroying more than 8,000 acres of 
opium, or an estimated 20-25% of the 


weapons, each must carry 300 roundsof | - 
ammunition at all times and omly offic- | — 


total Thai crop. ers above the rank of captain are en- | 7 
Khun Sa'sother problemisacquiring | titled to ride the SUA'stough mountain | 
sufficient quantities of ether and acetic | horses. 


Khun Sa’s claim that he has 30,000 
men under arms is grossly exaggerated, 
but local observers believe his main- 
force strength probably exceeds the 
government estimate of 4,000. On top 
of that, he employs part-time soldiers to 
escort his mule trains down from the || 
north along routes that are often Pa 
threatened by Burmese troops and rival = 
rebel groups. 

In a transparent effort to gain more 


anhydride to convert opium into heroin. 
While in the past he appéars to have had 
as little difficulty procuring chemicals as 
he does black-marketing arms and am- 
munition, costs have clearly increased 
as availability has declined. 


here have been changes too in his 
mode of operation. Most refining 
now is done at night during the wet sea- 
son when smoke and ground activity can- 


not be detected from the air. Mule trains | nationalist credibility, the SUA last | — 
mainly travel during the rainy monthsas | year joined with Moh Heng’s Shan : 

well, with porters being used to carry | United Revolutionary Army and rem- r4 
16-kg opium loads the final distance to | nants of the anti-communist wing of "i 


mobile refineries close to the border. 
In what has.by now become a famil- 
iar refrain, Khun Sa denies he is either a 
grower or trader in opium and portrays 
himself as a Shan nationalist fighting an 
oppressive Burmese Government. Al- 
though that bears little semblance to the 


the Shan State Army to form the Tai 
Revolutionary Council (TRC). There 
appears little doubt, however, that the F 
alliance was forced on the two smaller E 
groups and that despite TRC claimsthat | ~ 
opium trafficking will eventually be 

eliminated, the Golden Triangle's har- 


: ; ; : Bp 
reality of the situation, his well-trained | vest will continue to flow into the veins a 
and disciplined private army is a force to | of the world. o (d 
be reckoned with. sA 





















In the formidable mountains of the " 4s wm ® 


Shan states — six times the area of 
Taiwan — the SUA mercenaries are 
known as the "iron-leg soldiers." Born 
and bred in the mountains where walk- 
ing up and down steep slopes for 10 
hours at a stretch is a daily routine, their 
endurance alone is more than a match 
for lowland troops. Apart from their 
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where the DEA is involved, the people 
shoot back. But I'll never do that either, 
because I think a dispute cannot be solv- 
ed by shooting . . . we must stop the 
blood-letting and solve this problem. 


What is vour military strength and 
how much of the Shan states do you 
control? 

I command 30,000 soldiers and 
there are another 20,000 without arms. 
The TRC controls three-fifths of the 
Shan states so I am the one capable of 
stopping the opium trade. The eradica- 





tion of opium and the fight for indepen- | Young opium-harvester: eradication efforts. ^ . 
dence and freedom from Burmese op- a 
pression is one and the same issue. clothing and money and, aside from a 


Look for yourself how poor the Shan 
farmers are. They depend on Thailand 


that, we get an income from taxes like 
any other country. 


for'everything. Because we are oppress- The DEA supports the Rangoon po- | 7 
ed and our land occupied by the Bur- | licy of 'exterminate the Shans and the ^ 
mese, nobody can help us and we can | opium problem is solved.” They call me r 


the opium king because my enemies * 
need a target or a scapegoat. They have 
made me their money tree. If they don't 


not develop our own resources. Opium 
has been here for a 100:years. If you ask 
them to stop growing it, then they have 


nothing left to barter for the rice and all | have money, they just shake the tree. x 
the basic necessities from Thailand. Who are the real kingpins? They are x 
the Kuomintang remnants operating in E 

Why do you think they call you the | Nong Heng. Nong Ook and Tham 31 
opium king? Ngop. They are allied with the Burma 1 
I'm neither an opium grower nor a | Communist Party. Why doesn't the 
trader, just a freedom fighter for the | DEA geirid of them instead of support- al 
Shan people. People contribute food, | ing them? oO 3 
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| death row 


A royal pardon could 


save a convicted communist 


By John McBeth in Bangkok 


qr he Bangkok Military Court recently 
sentenced Surachai Sae Dan, a 
guerilla of the outlawed Communist 
Party of Thailand (CPT), to death for 
the murder of a policeman during a 1978 
train robbery in southern Thailand. Su- 
rachai, who pleaded not guilty, was al- 
ready serving a 23-year jail term for in- 


: í stigating a mob of dissidents to sack the 
_ | governor's mansion in southern Nakhon 


Sri Thammarat province in 1975, 

The military court also convicted 
Surachai and co-defendants Mali 
Sakhon and Pravit Paencharoen for 
being members of the CPT between 
1971 and 1981, a violation of the 1952 
Anti-Communist Act. Pravit and Mali 
pleaded guilty to the charges and were 
given 10-year jail terms. The tribunal 
ruled that Surachai shot dead a police 
officer who was escorting a payroll 
. aboard a train that was stopped by 
about 200 insurgents on 26 December 
1978 in Pupri station, in Surat Thani 
province. 

Surachai claimed that he was en- 
gaged in negotiations of surrender con- 
ditions with the authorities when he was 
arrested by the army in Surat Thani on 
28 July 1981. 

Since there is no legal review of Thai 
military court verdicts, Surachai must 
. petition King Bhumibol Adulyadej for a 
royal pardon within 60 days or become 
_ the first suspected communist to be exe- 
cuted in Thailand since the early 1960s. 

Authoritative sources said it was 
highly probable that Surachai might not 
be executed. They cited a recent trend 
towards moderation in the Thai au- 
thorities’ handling of cases of interest to 
international human-rights organisa- 
tions. Surachai's summary military con- 
viction, heavily based on the testimony 
of the slain policeman's wife, could fall 
into this category. 

On 23 January, Saman Kongsupon, 
Thawan Saengkanjanon and 
Phongthep Manuphipatpong were par- 
doned by the king after serving almost 
three years in prison for lèse majesté of- 
fences. In a similar move, authorities 
dropped lese majesté charges against 
author Sulak Sivarak last year. Obser- 
vers also believe advocates of modera- 
tion influenced the decision to dismiss 
charges of Anti-Communist Act viola- 
tions against 18 of the 22 suspects ar- 
rested in July 1984. Death sentences 
handed down for two CPT suspects by a 
military court for the 1983 killing of a 
policeman in northern Chiang Mai pro- 
vince have also been commuted to jail 
terms by a royal pardon. oO 
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UNITED NATIONS 


Anti-abortion demonstration: broader battlefield. 






My money, my morals 


US rightwing moves to cut aid for population control 


By Ted Morello in New York 


he American anti-abortion lobby, 

which has already cost the UN popu- 
lation agency US$10 million because of 
China's family-planning policies, is 
planning a similar attack on Bangla- 
desh, with India as the next likely 
target. 

Officials of the UN Fund for Popula- 
tion Activities (UNFPA) say privately 
the “right-to-life” advocates — includ- 
ing President Reagan — appear to be 
heading towards further fund cutoffs 
not only for abortion, infanticide and 
sterilisation but also for contraception. 
“The entire concept of family planning 
is under fire by American conserva- 
tives," a UNFPA official said. 

The US has already reduced its an- 
nual voluntary contribution to the 
UNFPA by US$10 million because 
coercive infanticide and abortion al- 
legedly are part of China’s national 
population-control policy. The asser- 
tion has been denied by both China and 
the UNFPA. 

Now, beginning with Bangladesh, 
the lobby is aiming at UNFPA-assisted 
national programmes that promote 
sterilisation. UN sources say The Herit- 
age Foundation, a Washington-based 
ultraconservative think-tank, is prepar- 
ing a report assailing UN aid to Dhaka 
because of the country’s sterilisation 
programme. “They've broadened their 
battlefield beyond China, infanticide 
and abortion and are expanding into 
other fields of family planning,” said a 
UN official. 

He predicted that because of its mas- 
sive population programme, “India is 
certain to be next on the foundation's 
hit list," followed by other countries 
that incorporate sterilisation into their 
development policies. That includes vir- 
tually every country in the East Asia- 
Pacific region. Sterilisation is also an 
element in the programmes of most of 
the other 140-plus countries that receive 


UNFPA assistance, almost all of them 
in the Third World. 

One UNFPA official said the 
Reagan administration “is not necessar- 
ily against sterilisation but wants to be 
sure it’s voluntary.” China, he added, is 
a special target because of its alleged 
abortion and infanticide policies. 
Reagan himself has expressed strong 
anti-abortion views, most recently, in a 
30 January speech before the Conserva- 
tive Political Action Conference. He 
urged conservatives to intensify their 
campaign for “protection of the unborn.” 


week earlier, in more specific terms, 

he told thousands of anti-abortion 
"march-to-life" demonstrators in Wa- 
shington: “We will continue to work to- 
gether with members of congress to 
overturn the tragedy of Roe V Wade 
[the Supreme Court ruling legalising 
abortion] . . . Every child who escapes - 
abortion is an immeasurable victory." 

One point of contention is the defini- 
tion of “voluntary” in the family-plan- 
ning context. Its opponents argue that 
incentives written into national pro- 
grammes violate the principle.. In 
Bangladesh, for instance, the govern- 
ment's programme of giving free food 
and clothing to sterilisation recipients 
transcends voluntarism and borders on 
coercion, claim US conservatives. 

The US Congress, which controls the 
purse strings, is considered to be even 
less friendly to family planning than the 
White House. Congressional attitude is 
influenced largely by The Heritage 
Foundation. 

UNFPA’s worldwide budget for 
1984, the most recent year for which 
global 12-month figures are available, 
was US$142 million. China, India and 
Bangladesh are among UNFPA’s top aid 
recipients. New Delhi's share in 1984 
was US$27 million, Peking's US$6.4 mil- 
lion and Dhaka's US$4.3 million. oO 
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MOVE INTO A MORE COMMANDING 
POSITION. OUB CENTRE, 


ONE RAFFLES PLACE, SINGAPORE 


The prestige of the number one address in the business 
world. The esteem of the tallest building in Asia. The 
efficiency of one of the most modern office buildings in the 


world. 


That’s the difference moving into OUB Centre, One 


Raffles Place can make to 
your company’s image and 
ability to succeed in 
today’s highly competitive 
business environment. 


Prime location 

When completed in 
1986, OUB Centre will 
occupy 7,530 square 
metres of the choicest 
prime land in Singapore’s 
commercial heart at One 
Raffles Place. 


Asia’s tallest 

At 280 metres, OUB 
Centre will be the tallest 
building in Asia. In fact, 
it will be the tallest 
building outside the 
United States. 


Unique park 
environment 

The site has four 
strategic frontages, three 
of which border key 
access roads. The fourth 
and longest, borders a 
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SOPSPIOMT conference facilities. 


Six-level shopping centre 


IR 
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lush landscaped park — the only one of its kind in the world 
to be found at the focus of a major international 


business centre, 


Direct MRT link 


All four Mass Rapid Transit (MRT) lines linking every 
corner of the island will converge here. Two main entrances 
at the MRT concourse will be directly linked to OUB 
Centre at Basement 1 of the retail podium 
providing tenants and shoppers the advantage of 
convenient, all weather access. 


Ample parking 


OUB Centre will have the highest carpark-to- 
office ratio of all buildings in Raffles Place. There will be 
over 1,300 carparking lots available in the immediate 
vicinity. This comprises 316 basement lots within the 


building and 1,069 lots at the Golden Shoe Multi-storey 


carpark which will be linked to OUB Centre by a covered 


pedestrian bridge. 


Joint Marketing Agents 


Tel: 732 1822 


M [^ / 
.e A URGAN REDEVELOPMENT Tie i i i 
"á PROJECT ga k S 
default or failure in complying with any of the terms and conditions of the agreement for 








subleasing sale or transfer as the case may be on the part of either the Developer or the Individua! sublessees or purchasers.” 






OUB CENTRE LIMITED 
33rd Floor, The Mandarin Singapore 
333 Orchard Road, Singapore 0923 


Telex: RS 21528 MANOTEL 


Knight Frank 
Cheong Hock Chye & Baillieu 
101 Cecil Street, #14-01, Tong Eng Building, Singapore 0106. 
Tel: 222 1333 Telex: VALUER RS 34722 


The Government and the Urban Redevelopment Authority shall in no way be liable for any 


Well served by shops 
OUB Centre’s six-level retail podium will serve the building 

with an exciting and varied mix of shops and services tailored 

to the shopping needs of the area. 

Prestige offices and facilities 





Unique park environment 





Direct access to Raffles Place MRT station 


There will also be a full facility health club 
with swimming pool, tennis court, mini 
putting green, sauna and gymnasium offering 
tenants a welcome respite from work. 


On-site management 


A professional team will provide retail 


centre management and 
will manage all the 


common facilities, plant d N 
and computerised |a" 
building automation 2 S 
system of the complex. i 3 
Operating from offices - 
within OUB Centre, Hy 
the team will OUB CENTRE " 
be on hand One Raffles Place m 
to ensure Asia's tallest T 
everything runs p^ 
smoothly. i 

g 
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The 60-storey office tower 


will provide a total rentable 
area of approximately 
40,000 square metres of 
column-free modern 
office space. 

Maximum flexibility 
in office layout is assured 
and the structure is 
designed to take the load 
of mainframe computers 
and compactus filing 
systems. 

29 modern, express 
lifts will serve the building 
in zones facilitating rapid 
access to every floor. 
Additionally, two executive 
lifts operated by personalised 
key will provide chief 
executives speedy access 
direct to their private offices. 

Sophisticated 
conference facilities 
on the top zone 
will be 
available to 
tenants. 
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Chae Partnership. 


Helping to accelerate 
the sales of one of Taiwan's 
fastest growing - 
electronics companies. 


Teco achieved a lead position in Taiwan's industrial 
motor industry through superb product quality. When they 
wanted to grow and diversify they needed bankers who could 
work with them in Taiwan and overseas. 

They chose Chase, not only for our strong local 
capabilities, but also for our global resources. Like a network 
which facilitates imports and expedites collections and foreign 
exchange services which improve position management and 
protect profits. 

The Chase network also provides superier credit facilities 
for Teco's overseas affiliates. 

And, in Taiwan, we've helped Teco gain access to 
cheaper funds by issuing substantial standby Letters of Credit. 

Chase and Teco, another example of the Chase 
Partnership. 

A simple but dynamic approach which enables us to 
serve you better — whatever your business. 


T 
Chats Partnership 


1. CHASE 
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"TRAVELLER'S TALES 


€ KOST betrays no physical or mental 
sign of his long ordeal. Short and sturdy, 
his white hair en brosse, his pink cheeks 
glowing and his hazel eyes twinkling 
with good humour, he is sanity per- 
sonified. When he reminisces about the 
15 long years in a Chinese jail on 
charges trumped up in 1967 by “revolu- 
tionary activists,” he maintains the 
same stoic good humour. “How can I be 
bitter?” he asks, “The people in charge 
in China today are the same people who 
suffered as I did, even worse, during 
and after the Cultural Revolution.” 
@ HIS full name is Sergei Ivanovich (or 
Serge John as he prefers his given names 
in English) Kostrometinoff. He was 
born in Harbin, Manchuria, in 1909 of 
Russian parents. As a young man, he 
worked for the British American To- 
bacco Company (China) but after the 
panese invaded Manchuria, he 
foveo to Shanghai, which became his 
ome for thè next 55 years. There he 


worked for the US-owned Shanghai ,. 


Power Company. He travelled little, 
apart from visiting Russia in 1914 with 
his mother and two trips to Japan. 
When Kost went to Peking three years 
ago, it was his first visit to the Chinese 
capital since 1936. 

After the foundation of the People’s 
Republic of China in 1949, Kost became 


a consultant to some of the foreign firms | 


struggling with the flood of new regula- 
tions and emergency decrees, also 
working as an interpretor and translator 


(he is fluent in Chinese, Russian and [5 


English and has some Japanese). He 


was also a freelance journalist, filing ar- | 
ticles on the Shanghai scene to the | 


REVIEW and the South China Morning 
Post. In 1958 his wife left for Russia, to 
enable their son to continue his educa- 
tion there, while his daughter, Irene, re- 
mained with Kost in Shanghai. 

IN the spring of 1967, the Red 
suards were rampaging throughout the 

city and Kost, doubtless because of his 
origins, became a target. He was ar- 
rested and thrown, without trial, into a 
house of detention. There he was to 
spend the next eight years in solitary 
confinement. 

Kost’s isolation throughout those 
ears was broken only by examinations 
y teams of revolutionary radicals who 

claimed they were dedicated to promot- 
ing socialism by rooting out “freaks and 
monsters,” “revisionists” and “class 
enemies.” They held the law and the 
PRC’s Constitution of the time in con- 
tempt, acknowledging only the “abso- 
lute truth” of Mao Zedong’s teaching 
and of their own revolutionary con- 
sciences. Apart from being slapped in 
the face and kicked in the shins by the 
radicals, Kost was not physically mis- 
treated. 

€ AFTER eight years in solitary, with 
no charges being brought, a “trial” was 
held. The accusations were vague, 
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couched in the jargon of the time. Kost 
was accused of collecting information 
about China and passing it on to the 
“Soviet revisionists,” the imperialists 
and the capitalists — in other words, of 
“counter-revolutionary activities.” The 
only “evidence” produced in court were 
copies of his contributions to the 
REVIEW and the Post from the mid- 
1950s to the fateful year of 1967. Some 
of these articles were held to be detri- 
mental to the Cultural Revolution (in 
fact they were straight descriptive 
pieces of reportage, but in those days 
the radicals believed, “Not to extol the 
revolution is counter-revolutionary"). 
The carefully rehearsed trial lasted one- 
and-a-half hours; Kost was pronounced 
guilty and sentenced to 15 years' impri- 
sonment. He was transferred to Shang- 
hai jail to serve out the remaining seven 
years. 

It was only at this stage that Kost 
learned that his daughter Irene had also 





been arrested and held for four years in 
the same detention house until her de- 
portation to the Soviet Union in 1974. 
There she joined her mother, who was 
to die in 1980. Kost was also told he 
owed 96 months' rent for his apartment 
— and so was forced to agree that all his 
furniture and personal belongings, in- 
cluding his precious collection of books, 
should be sold off for a song to the 
state's second-hand shop. Of the pro- 
ceeds, Kost received Rmb 100 (US$31) 
to spend in jail. 

There was no remission: Kost served 
the full 15 years, and was released in 
early 1982. Evidently the authorities felt 
some guilt: they gave him a suit of 
clothes, three months' spending money, 
a two-room flat on the outskirts of 
Shanghai and an undemanding job with 
the Foreign Languages Institute, revis- 
ing a Chinese-Russian dictionary. 

e FOR the past four years Kost has 
stayed on in Shanghai. First, he had to 
begin putting his life together again. His 
passport had disappeared, and a fresh 
one had to be obtained from the Soviet 
Embassy in Peking. Slowly he began the 
process of contacting his family, old 
friends, the REVIEW. And then arrange- 


DEREK DAVIES 


ments for the future: he did not want to 
become a burden to his children in Mos- 
cow. A visa for New Zealand which his 
destroyed passport had contained could 
not be revived. Finally, Kost was ac- 
cepted on an Australian programme of- 
fering refuge to Russians exiled in 
China. 

But he still stayed on in Shanghai — 
until his Australian visa was within 
weeks of expiry. Why? I wrote to him 
several times, worried that he was 
understandably shrinking from making 
the Great Leap from the land of his 
birth. into the great unknown, putting 
off the trauma of the cultural shock of 
Hongkong and then the prospect of life 
in an old folks' home in Sydney. But no, 
Kost was adamant. His mind was made 
up: he was coming out. Once he had 
won residential rights in Australia, he 
would take a trip to Moscow, secure in 
the knowledge that he could leave 
again, to see his children. But in the 
meantime... 

e THERE was the matter of repara- 
tions. The Chinese authorities had not 
only regretted the excesses and mis- 
takes of the Cultural Revolution, they 
had specifically cleared both his daugh- 
ter and rehabilitated Kost himself in a 


^] document handed to him in September 


1984. The reparations would not be 
generous: perhaps Rmb 15,000 — or 
US$310 for every year he had spent in 
prison. It seemed to me to have become 
almost a matter of pride. After all, 
capitalists had been recompensed for 


- the loss of their property, other victims 


of the Red Guards had received pay- 
ments, in the form of wages they had 
forfeited while under duress. . . 

On Monday, 3 February 1986, Kost 

was summoned to the Shanghai City 
High Court and told that he would re- 
ceive no reparations. He had been self- 
employed; there was no work unit from 
whose funds he could be recompensed. 
Instead he would receive a sum of 
Rmb 1,000 (US$310) as ex gratia assist- 
ance granted to those in need. 
e FOR the tiny outlay of Rmb 15,000, 
China could have said farewell to an un- 
embittered Kost. Today, he still thinks 
of Shanghai as his home, and takes ap- 
propriate pride in its progress over the 
last few years. It is with reluctance that 
he admits that Hongkong is richer, its 
buildings taller, its lights brighter, its 
people better off. The only bitterness 
decipherable in Kost today is that the 
men who are now trying to undo some 
of the harm done in the name of Mao 
would not pay even a token compensa- 
tion, but instead offered him charity. 

Kost will do well in Australia: not 
only does he, as the last Russian resi- 
dent to leave Shanghai, have a unique 
story to tell (perhaps to sell?), his clear- 
eyed independence of spirit and his un- 
sagging cheerfulness should be ap- 
preciated in Oz. 
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War 


= | By Nayan Chanda in Washington 


iW ith a significant increase in trans- 
fers of American technology to 

| China and India, the US is fast emerging 
_| as a key factor in a quiet race between 
poe s two giants to forge their econo- 
ic and military muscles. Although 
! neither China nor India is expected to 
change the basic orientation of its 
_ foreign policy in any substantial way, 


| pivotal position as a technology leader. 
a and the US in May 1985, there has been 
ration between the countries is also be- 
| China and the latest plan to modernise 
strengthened its steadily growing ties 


- Washington clearly hopes to reap long- 
Since the signing of a memorandum 
i a dramatic increase in US high-technol- 
4 
ginning. With the recent liberalisation 
| Chinese aircraft with US avionics 
| -with China. 
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L Ji-tech diplomacy 


| us technology sales to India and China to reap political gains 


from being profitable, the American 
role in modernising India and China will 
not only reduce these countries’ sense of 
vulnerability and increase their self- 
confidence but will also over time soften 
their stance on issues that divide them 
from the US — Taiwan, in the case of 
China, and US-Pakistani ties, in the 
case of India. As one senior US official 
put it: “You can catch more flies with 
honey than with a fly catcher.” 

US officials proudly point to the fact 
that, occasional pro forma statements 
notwithstanding, China has taken a low- 
key posture to continued US arms sales 
to Taiwan. One principal reason for 
this, they say, is the boost US capital 
and technology is giving to Peking's 
modernisation drive. 

While these officials are cautious not 
to link technology transfer to India with 
specific political quid pro quos, they are 
hopeful that as the Indian economy de- 
velops and ties with the US strengthen, 
India will take a more relaxed view of 
the issues which divide the two coun- 


ate pr 


x " i AR Y. 
tries, including d m r 

| and the US mi wes olm: in s In. 
dian Ocean. As one senior State De 
partment official told the REVIEW: “We 
are not looking for concessions [from 
India]. We are trying to build a relation- 
ship which is closer across the board anc 
more sensitive to each other's position. 
Over time there will be perceptible poli- 
tical benefit." 

Although India has not changed it: 
posture on major international issues 
the US is encouraged by a lessening oi 
tension between India and Pakistan. 
and an improved climate among it anc 
its South Asian neighbours. Liberalisa: 
tion of India's economy has also openec 
new opportunities for US investors. 


report prepared by the US Em: 

bassy in New Delhi noted that in the 
first half of 1985 US companies signed 
92 joint-venture agreements in India 
and predicted that "if this trend con- 
tinues, 1985 will be a record year." TI 
US, said a senior US official, ''speaksto 
India's future, while the Soviets speak 
to India's past." 

There was a time when India wa: 
economically weak and felt vulnerable 
to China and Pakistan and looked for ¢ 
guarantor. Moscow addressed that 
need. But today India, with its stronger 
economy and defence, is a more secure 


term political advantages from its 
of understanding (MoU) between India 
ogy exports to India and military coope- 

| of US dual-use technology sales to 
(REVIEW, 2 Jan.), the US has further 
US policymakers hope that, apart 


















INTERNATIONAL BUSINESS PROGRAMS 
UNIVERSITY OF SOUTHERN CALIFORNIA 


..... TWELVE-MONTH INTERNATIONAL MBA PROGRAM 


| | The IBEAR MBA Program is ahighly intensive management development program 
i : emphasizing international and Pacific Rim business. It is accredited by the presti- 
| ER. American Assembly of Collegiate Schools of Business. 

articipants complete 16 courses during four eleven-week terms. The program also 
$ y - includes microcomputer and business communication training, individual research, 
| trade-related team consulting for an American firm, a ten-week computer-based 
EC international business strategy simulation, field trips and guest senior executive 


. firms an 24 nations. Present participants average 33 years old mantle are be- 
. tween 26 and 40) and 10 years of work experience. Applications are encouraged 
| Bison throughout the world. Four scholarships, funded by the U.S. Department of 
| a Education, are available to U.S. citizens. The next program begins August 5. 


PACIFIC RIM MANAGEMENT PROGRAMS 


| | à x Four programs of three or four day length for middle or senior managers doing busi- 
. . ness with Pacific Rim firms, preparing for Pacific Rim assignment or working for an 
. Asian firm or Asian owned subsidiary. 


Doing Business with China June 9-13 

Doing Business with Taiwan June 15-18 
Doing Business with Korea June 18-21 
Doing Business with Japan June 22-26 


i USC, founded in 1880 and presently serving 30,000 students, is the oldest and 
largest private university in the western United States. For complete information on 
these programs: 


International Business Education and Research (BEAR) Program 
Graduate School of Business Administration 
University of Southern California 
-Los Angeles, CA, USA 90089-1421 
Phone: ETAT oak a * Telex: 3720490 USC LSA 
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power and can look to the future. _The 
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A ONE YEAR T 
IN 


INDUSTRIALISATION STRATEGIES 
FOR DEVELOPMENT AND 
THEIR MANAGERIAL IMPLICATIONS 


A PROFESSIONAL DEVELOPMENT PROGRAMME FOR 
INDUSTRIALISING COUNTRIES' EXECUTIVES 


STARTING SEPTEMBER 10, 1986 
—CONCLUDING SEPTEMBER 6, 1987 


CONCENTRATION AREAS: 


e Industrial Policy and Strategy 

e Strategic Management and Enterprise Strategic Design 

e Managerial Control and Information Systems: Manage- i 
ment 

e Behavioural Implications of the Strategic Implementa- 
tion 

e Electives 

The programme focuses on the needs and conditions of in- 

dustrialising countries, with emphasis on professional 

development and applied relevant skill generation. 


RVB is a recognised institution, founded by the Delft Uni- 
versity of Technology and has more than 30 years of ex- 
perience in management development for industrialising | 
countries. 


For further information please write to 
the Head of the MBA Department, 
RVB — P.O. Box 143 
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re iof its in- 
500 million avionics 
1a which would give 
i jility to its indigenous 








parallel development, a team 
from he American General Electric 








ble dale of GE404 jet engines to power a 
light combat aircraft which New Delhi 
hopes to build itself. The REVIEW has 
learned that:a Pentagon research and 
,velopment delegation will soon visit 
ndia tostudy the possibility of US co- 
operation in designing an equipping 
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as in India to discuss the possi-. 





n certain areas of 
try and is currently 
manufacturing Soviet-designed MiG23s 
and co-producing British Jaguar and 
French Mirage 2000 aircraft. But in 
terms of, developing a sophisticated 
combat aircraft of its own, India lags be- 
hind China. Unlike China, which has 
developed its own aircraft prototype. 
India’ s is still on the drawing board: 
American aviation industry sources 
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| say that despite its plan to put into oper- 


ation a light combat aircraft by 1994, 
India has not gone beyond drawing up a 
“wish list” of performance —- a speed 
equal to one-and-a-half times that of 
sound and high manoeuvrability, 


among other things — for its aircraft. 


India still has not developed a design, 
nor decided whether to go into joint 
venture with one or more foreign firms 
in designing the aircraft or buy sub-sys- 
tems for an-aircraft of its own design. 
Whatever India’s decision, US air- 
craft manufacturers are likely to play an 
important role in the field. By recently 
allowing the sale to India of the high- 
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Indian fighter aircraft, and helping 

India in armour-piercing technology. 
China has developed the F8 — a 
vin-engine, delta-wing, high-altitude 





low-thrust, Soviet-designed predecess- 
or and more sophisticated avionics. 
While the recent US decision to sell 
China an avionics package — which in- 


cludes air-to-air radar, inertial naviga- 


tion: equipment, a head- -up display, mis- 
sion and air-data computers and a data 
distribution system — will considerably 
improve. its capability, China has yet to 
é i sane to buy a suitable jet 
igine for the F8 
“During a recent visit to the US, a 
Chinese defence delegation expressed 
interest in buying the Pratt and Whitney 
PW1120. engine. Although jet-engine 
sales permission is likely to be more 
controversial than anything else granted 
so far, sources said that once the 





avionics sale is approved by congress; 


the yay would be Rees for sales of the 
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performance GE404 engine — which is 
used in American-made F18 and F20 
fighters. — President Reagan’s adminis- 


| tration. has not. only signalled its desire 
aircraft — from the MiG21, but it needs . 
a more powerful engine than that of its - 


to involve itself in a sensitive area of 
India's defence industry, despite New 
Delhi's close ties with Moscow, but has 
also underlined its longstanding conten- 
tion that US-Pakistan military coopera- 
tion is not directed at India. | 


D espite China's switch to an indepen- 
dent policy and its detente with the 
Soviet Union, the US hopes to maintain 
Peking's generally anti-Soviet stance 
and non-aggressive posture towards 
Taiwan by increased military coopera- 
tion and technology transfers. It was no 
coincidence that in May 1982, a few 
months before signing the 17 August 
joint communique which helped to re- 
move the Taiwan issue as an irritant in 
Sino-American relations, the Reagan 


administration permitted China to buy | 
technology at twice the level of sophisti- 
: cation allowed the Soviet Union. 


“In 1983 the US liberalised its stance 
on the sale of seven of 12 tems on its 
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| in 1982-83. We are heading down a simi- 
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under review b 
mittee for Expor 
tries. (Cocom). 
China's access to Am 
bureaucratic delays in V 
foot dragging by Cocom; 
proval was still needed for s 
liberalised items, posed — 
problems for Peking. 
Following several high-level 
ings of Cocom members at the & 
quest, the body decided in October 
to add 20 more items to seven "gree 
list" categories set up in 1983, The ne 
27-item list (including fast computers 
machine tools, semiconductors, 
ics and electronic instruments), a 
to all Cocom members in their 
dealings with China. The latest hb 
sation would eliminate the need: 
lengthy review for 65-70% of China's] 
tech import requests. New procedi 
also enable the administration 
cess in 30 days applications which p 
ously took five to nine months. o > 
China, which has been years als 
of India in gaining access to US tech: 
ogy, took another giant step with 1 
latest liberalisation. But India, which: 
seriously embarked on an effort to ob- 
tain. US technology only last year with: 
the signing of the Mol). has made rapid | 
strides. As William Archey, deputy as- 
sistant secretary of commerce, put it: 
"India is in many ways where China was 


















































































lar road with India as with China." zs 

US officials say that while there isa i. 
substantive decision on the part of the |. 
administration to improve relations 
with India, the move poses an interest 
ing set of issues. India is the largest. 
democracy in the world but, given itsex- 
tensive military ties with the Soviet. 
Union, there is concern in Washington 
about the problem of possible diversion = 
of technology to the Soviet Union. The 
problem is not viewed with concern in. 
the Sino- American context. 

Moreover, as India is not a signato 
to the Non-Proliferation Treaty ¢ 
does not accept International Aton 
Energy Agency safeguards, some item: 
sought by India — such as computers.— 
require Department of Energy review. 
as part of the US Nuclear Non-Prolifer- 
ation Act. 

However, since the signing of th 
MoU, the dollar value of commercial li- 
cences granted to India has jum 
from US$500 million to US$1.2 billi 
Aside from the licence granted for the. 
GE404 jet engine, the US has approve d i 
in principle the transfer of International. 
Telephone and Telegraph night-vision 
manufacturing technology, ke eserves 
data multiplex system and a licence for 
the assembly and manufacture of 600 
Control Data Corp. computers for use 
in civil and military sectors valued at 
US$500 million. India has also obtained 
a licence to manufacture Seno RONDE: 
using US technology. ER 
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Turn to moderation 


Socialists give up Marxism in move towards coalition 


By Charles Smith in Tokyo 


he Japan Socialist Party (JSP) pass- 

ed what may have been the most im- 
portant milestone in its 40-year history 
when it adopted a new platform in late 
January which explicitly abandons 
“Soviet and Eastern European style so- 
cialism” and instead expounds a social 
democratic philosophy. Yet reactions to 
the JSP’s change of line have been curi- 
ously muted. 

One reason for this could be that the 
party leadership came dangerously 
close to being forced to back down, 


_after apparently miscalculating the ex- 


tent of leftwing opposition to its new 
policies. A second reservation about the 
JSP's chances of making a fresh start 
concerns the contents of the platform 
document itself. Apart from its bold de- 
parture from Marxist-Leninist princi- 
ples, the so-called New Declaration 
reads more like an attempt to paper 
over differences within the party than a 
blueprint for a decisive new course. 

One of the main objectives of the 
declaration appears to have been to lay 
the groundwork for the JSP to escape 
from its position as a party of permanent 
opposition by creating a framework for 
negotiations on the formation of a coal- 
ition government. However,  last-mi- 
nute changes in the wording both of the 
main declaration and of a supplemen- 
tary five-point resolution, which was 
forced on the leadership at the last minute 
by the leftist minority, suggest that 
there is still considerable disagreement 
on how the party will try to gain power. 

A pencilled insertion into the printed 
copies of the declaration handed out to 
journalists by the JSP's press bureau 
adds the words “in place of the Liberal 
Democratic Party [LDP]" to a sentence 
about the party's programme for ob- 
taining power — suggesting that there 
may have been argument as to whether 
or not the JSP should try to bargain its 
way into office through coalition with 
the ruling party, rather than by outright 
opposition to it. 

In the five-point resolution the ques- 
tion of how and with whom the JSP 
might form a government is reverted to 
in greater detail. Point two says that the 
JSP will under no circumstances be- 
come a partner in an ^easy-going al- 
liance between reformists and conserva- 
tives," but will instead form the centre 
of any political grouping that it enters. 
This would appear to imply a coalition 
either with smaller opposition parties 
such as the Komei Party or the Demo- 
cratic Socialist Party (DSP). 

Whether the JSP has given itself the 
option to tie up with dissident factions 


of the LDP in the (not impossible) event 
of a split in the ruling party is one of the 
"grey areas" in the situation created by 
the new documents. According to JSP 
watchers who followed the process of 
debate which led up to the January 
meeting, the party leadership, headed 
by chairman Masashi Ishibashi, would 
like to retain this option — if only as a 
bargaining counter for use in negotia- 
tions with other “reformist” parties 
whose leaders are independently court- 
ing the LDP. The leftwing minority, 
however, still apparently regards with 
anathema anything which might look 





Ishibashi: only way to go. 


like putting the JSP in second place to 
other coalition partners. 


he main long-term objectives set 

out in the declaration seem innocu- 
ous enough to allow the new-style JSP 
to work with either of the smaller par- 
ties immediately to its right or, with 
some portions of the LDP. On specific 
policy issues, however, the declaration 
seems more significant for what it leaves 
out than for what it includes. 

The document calls for the creation 
of a "healthy living environment" in 
Japan but declines to record the fact 
that the JSP is committed (under resolu- 
tions passed at previous party congress- 
es) to closing down all the nation's nu- 
clear-power stations, something which 
would almost certainly not be accept- 
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able to either of the other major opposi- 
tion parties to which the JSP might hope 
to look to as coalition partners. 

On foreign policy and defence the 
declaration shows an equally marked 
tendency to duck critical issues. Para- 
graph one of the party’s four-point list 
of policy targets calls for the realisation 
of non-alignment as the basis for 
Japan’s relations with other countries 
but does not discuss the status of the Self- 
Defence Forces, a topic which has been 
a major par of contention between the 
leftwing and: rightwing factions of tf 
party. : : ; A 

Another major issue on which the 
declaration is studiously vague is the 
question of whether or not to “approve” 
the existence of the US-Japan security 
agreement. The official JSP position, as 
stated in other party documents, is that 
a socialist-led government would dis- 
solve the agreement “after diplomatic 
negotiations with the US and with the 
consent of the public." This cong 
flicts with the more E: ap- 
proaches of the Komei Party oA 
the DSP, both of which “approve” 
the agreement. 

A major question raised by the 
declaration for the JSP’s image out- 
side Japan is how the party’s links 
with communist countries may de- 
velop in future. As an explicitly 
Marxist-oriented grouping the JSP 
maintained close ties with?both.the 
Soviet and,Chinese s wii par- 
ties and with the North' Korean 
Workers’ Party, often in fact re- 
placing the Japan Communist Party 
as a main point of contact in Ja- 
pan for all three. The adoption of 
a democratic socialist platform 
ought to change all this but a move 
to recognise both North and South 
Korea rather than just Pyongyang 
is making slow progress. j 

The number of unanswered 
questions posed by the JSP’s adong 
tion of a social democratic platfor 
may represent nothing more than 
par for the course given the radi- 
cal nature of the change cartied 
through by Ishibashi and his allies. 
But in trying to tie up loose ends left 
over after the adoption of the new dec- 
laration the leadership faces the very 
obvious danger of provoking an irrevoc- 
able split between the majority right- 
wing and the hardline Left. 

Failure to resolve the split could 
cause a mass exit from the JSP by the 
leftwing rump, in which case the party 
might be in danger of losing its position 
as the number one Japanese opposition 
grouping. Sitting still, however, could 
have been more dangerous given the 
steady decline in public support which 
seems to have been the result of the 
JSP's long-standing devotion to Marxist 
traditions. By opening the door to 
change Ishibashi may have taken the 
only course which offered the party a 
chance of long-term survival. R| 
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“A TRANSMISSION LINE 
ACROSS THE MOUNTAINS? 
CERTAINLY. 330 OR 500 KV? 


Transfield have the equipment and expertise to tackle the most challenging 
construction engineering projects — in Australasia or South East Asia. 

Whether it is building a pipeline to Alice Springs or a 500 KV transmission line 
from South Sydney to the Hawkesbury River — get Australia’s largest privately-owned 
construction engineering group working for you. 

The Transfield Group specialises in innovative e 
solutions to tough engineering and construction reais ja 
problems. Talk to Transfield soon. a O -— 

In association with PT. Trans-Bakrie, Wisma Bakrit Bldg, 
Rasuna Said Kav, B-1 Jakarta 12910, Indonesia 
Samuelson Talbot 102.077 Telephone 578 0259. (Offices also in Singapore & Malaysia.) 
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Gift-bearing envoy 


A US appointment coincides with stepped-up diplomacy 


By Lincoln Kaye in Jakarta 


Moins guests, according to Indone- 
sian etiquette, should bring oleh- 
oleh (thoughtful token presents) for 
their hosts. So, in the best local tradi- 
tion, US ambassador-designate Paul 
Wolfowitz comes bearing gifts. Within 
just a few months of the new ambas- 
sadors expected arrival, President 
Reagan will finally pay a much-post- 
poned first visit to Indonesia. Then, by 
mid-year, Jakarta can look forward to 
concluding a deal for.eight or more of 
the long-sought-after American-made 
F16 fighter bombers. 

US Embassy sources and Indonesian 
officials alike caution against reading 
too much into the coincidence of the 
three occurrances, which had all been in 
the works for some time before their re- 
cent announcement. Wolfowitz’ im- 
pending appointment had been an open 
secret in Washington for nearly a year. 

A face-saving Occasion to 
bring Reagan to the country had 
been sought ever since he ruffled 
Indonesian sensibilities by 
abruptly cancelling his scheduled 
state visits to Jakarta and Manila 
in the wake of the 1983 assassina- 
tion of Philippine opposition 
leader Benigno Aquino. And In- 
donesia has been hankering after 
Fl6s ever since Washington 
agreed to sell the prestigious air- . 
craft to Asean partners Singa- 
pore and Thailand. " 

Jakarta has greeted the latest 
round of American attentions 
with studied nonchalance, in 
line with its non-aligned status 
and the remembered smart of 
the 1983 snub. The planned 
Reagan visit in late April looks 
tailor-made to assuage Indone- 
sian sensibilities. Billed as a pre- 
sidential “rest stop” in Bali en 
route to the Tokyo economic 
summit, the protocol demands of the 
occasion are appreciably simpler than 
they would be for a full-dress state visit 
to Jakarta. 

“That allows the Indonesians to re- 
main appropriately blase, while still 

laying the cordial hosts," a diplomat 

ere said. And, unlike a state visit, a 
rest stop imposes upon Reagan no obli- 
gation to pay similar calls on other 
Southeast Asian countries "while he'sin 
the neighbourhood." 

Such considerations proved the ulti- 
mate undoing of the 1983 trip. But this 
time, Reagan can touch base with the 
Asean partners at cabinet level, rather 
than with heads of state, since the 
group's regular foreign ministerial 
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F16 production: keeping up 


meeting happens to have been mooted 
for the same week in Bali. 

Indonesian President Suharto, as 
host, will be the only Asean head of 
state Reagan is to see en route to Tokyo 
and, presumably, the principal ar- 
ticulator of the anti-protectionist mes- 
sage that the developing countries of 
Southeast Asia mean to send to the eco- 
nomic summit. Indonesia has every 
reason to be pleased with this tacit rec- 
ognition of its first-among-equals status 
in Asean. And Washington is relieved 
of the awkward necessity for a summit 
meeting with a Philippine leader who 
holds so equivocal a mandate in the 
wake of the February presidential elec- 
tion. 

For a confederation of friendly and 
generally pro-Western states, Asean 
seems on the verge of an untoward esca- 
lation of armaments. Counting the plan- 











* : a, d»o 
with the Joneses. 
ned purchases of Asean members and 
the placement of US jets, the region 
could be bristling with F16s by the 1990s 
— far more than would be needed for 
any conceivable threat from outside 
Asean and all the more curious in light 
of the 700-mile effective “reach” of the 
aircraft, which places them mainly 
within striking range of friendly coun- 
tries. 


elivery of Fl6s was approved first 

for Thailand, as a frontline state 
with Vietnam, and then for Singapore, 
as Asean's most technologically sophis- 
ticated airbase. That would make it 
hard for Washington to turn down 
Jakarta's bid for Fl6s, though so far 


See ED WUCEENCYES 
no aircraft have been officially sought. 
All that Indonesia has formally re- 
quested has been price and delivery 
dates for hypothetical alternative pack- 
ages of F16s comprising eight, 12 and 16 
aircraft —.plus training and technical 
support. 

The US State Department is expect- 
ed to submit this request to congress for 
routine vetting before a formal govern- 
ment-to-government offer can be made. 
Only then can Indonesia get down to 
the brass tacks of contract negotiation 
with General Dynamics, the manufac- 
turer, 

Prices — approaching US$30 million 
per aircraft, depending on how many 
are ordered — could prove a sticking 
point, especially in light of Indonesia’s 
oil price-driven austerity budget. Nor 
can Jakarta rely any more on conces- 
sionary foreign military. sales (FMS) 
credits from Washington to finance all 
of the purchase. Reagan’s latest budget 
request allocated only US$35 million of 
FMS assistance for Indonesia in th 
coming fiscal year, down from recent 
years and likely to be trimmed even 
further by congress. 

A foreign military attache terms the 
Fl6s purchase a "costly exercise in 
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keeping up with the Joneses.” In- 
donesia’s realistic defence needs could 
be just as well served with a judicious 
combination of cheaper fighters and 
bombers which would be just as 
technologically up-to-datè and avail- 
able far sooner than the four- to five- 
year waiting period for F16s. 

Indonesian officials counter that the 
aircraft are mainly for training rather 
than to counter any immediately per- 
ceived threat. Only by keeping abreast 
of the latest technology can Indonesian 
pilots be in a position to use the next 
generation of weapons when it emerges 
in eight or 10 years’ time, the officials 
say. 

This deferred-threat-perception ar- 
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1986 promises to A a ud time for China, now set firmly on course for reform, but sir y 
battling to iron out the problems that come with it. Me 


. Inthe issue cover-dated 20 March the Fe ar Eastern Economic Review will publish a Focus 
. entitled China '86. The Focus will examine the progress made in China's new directions, and 
the major stumbling blocks which have been felt so far and which are liable to occur in the 
future. 


. Once again the emphasis i is heavily on the economy, as foreign investors increasingly ask 


"i A - what they are going to get out of their deals in China; and as Peking begins to feel a trade 
backlash, particularly from Japan. 


.. But the political scene is also important. Will the new forward-looking men take China 
further down the road to liberalism or is there likely to be a political backlash; and what about 
Hong Kong 's nary where there have been worries in recent months over China’ s apparent 
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As the world's premier publication on Asian affairs, the Review is considered an essential — — i 
part of the business day for over 200,000 senior executives in banking, industry, government 
and the professions and no other publication has a greater command of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR EASTERN ECONOMIC REVIEW continues to be the 
most cost effective means of reaching Asia's decision makers. If your company is not already 
advertising with us, why not start with this excellent opportunity by contacting: 


Ms Elaine Goodwin, General Sales Manager, Far Eastern Economic Review Ltd, GPO Box 160, 
Hong Kong, Tel: 5-734301, Telex: 62497 REVAD HX. 


Other Focuses in the Review are: 


Asia & the Nordic Countries — April 17, 1986. 
Banking — May 1, 1986. 

Hong Kong — May 29, 1986. 

Japan — June 12, 1986. 

‘Australia — August 14, 1986. 


International Investment & Finance — 
September 11, 1986. 


World Bank/IMF — October 2, 1986. 

Review 40th Anniversary — October 23, 1986. 
Middle East — November 13, 1986. 

Industrial Japan — December 18, 1986. 
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gumeht recalls Jakarta's Confrontation- 


era experience of having to import 
Soviet'pilots to fly its MiGs in the 1960s. 
Top Indonesian generals make no sec- 


ret of their intention to avoid a recur- 


rence of such a dilemma around the turn 
of the century, when they foresee a step- 
ped-up threat from a modernising 
China. 

China anxieties were high on the 
agenda of private meetings Wolfowitz 
attended last December at an unoffi- 
cial US-Indonesia seminar sponsored 
by the Centre for Strategic and Inter- 
national Studies (CSIS), a Jakarta- 
based think-tank. Other key points 
included Jakarta's initiatives for a 
Cambodia settlement, regional security 
and on solving the global economic 
malaise. 

Although Wolfowitz had not yet 
been named as ambassador-designate, 
the seminar served as a useful coming- 
out party for him, CSIS director Jusuf 
Wanandi said. “He got to meet 60 or 70 
top people, not just from government 
but businessmen and academics as 
well." 

Wolfowitz’ smooth accession as am- 
bassador contrasts with the one-year in- 
terval preceding the tenure of outgoing 
ambassador John Holdridge, who re- 
tired in January. The year-long lapse oc- 
curred when the US Senate rejected the 
nomination of former US ambassador 
to Thailand, Morton Abramowitz, for 
the Jakarta post in 1982. Jakarta quietly 
had made known its unhappiness with 
Abramowitz, due to the interventionist 
style he had reportedly displayed on 
domestic questions in Bangkok. 


ord had it that Abramowitz' Jewish 

background also posed problems 
for predominantly Muslim Indgnesia. 
Wolfowitz also is Jewish but nobody 
seems to be batting an eye — not even 
the staunchly nationalistic and occa- 
sionally anti-Semitic daily Merdeka, a 
frequent critic of the US. A Merdeka 
editorial cautiously welcomed the am- 
bassador-designate’s statement in his 
senate confirmation hearings that 
Washington must respect Indonesia's 
non-aligned status. 

As a Reaganite ideologue Wolfowitz 
can be expected to keep any embassy 
interventionist stirrings firmly in 
check. But his academic background — 
as a former Yale University professor 
and scholar at the University of Chi- 
cago — might make him more open to a 
wider range of inputs than was Hold- 
ridge, a West Pointer and ex-CIA 
strategist. 

Opposition figures report having 
met Wolfowitz several times in the 
course of his five visits here during his 
tenure as under-secretary of state for 
East Asian and Pacific affairs. “Even 
during the Holdridge ambassadorship, I 
saw far more of Wolfowitz than I ever 
did of Holdridge," an opposition leader 
said. oO 





The papal pilgrimage 


Problems of India’s Catholics surface during the Pope’s visit 


By Mohan Ram in New Delhi 


he first official visit by a Roman 

Catholic Pope to India had no politi- 
cal significance. Pope John Paul II was 
responding to a seven-year-old invita- 
tion by New. Delhi that underlined 
Hindu-majority India’s religious 
pluralism to which he paid handsome 
tribute. 

But, predictably, Hindu fundamen- 
talist groups opposed the visit with 
protest demonstrations and effigy-burn- 
ing. They saw in it an insidious threat to 
Hinduism in the form of mass conver- 
sions allegedly planned for the occasion. 
An assurance was sought that Catholic 
missionaries would desist from con- 
versions and other “anti-Hindu activi- 
ties.” 

The shrill protests did not subdue the 
warmth, colour and gaiety of the wel- 
come the Pope received in 
the 15 cities and towns he 
visited in 10 days. The con- 
gregations, some as large 
as a million, included non- 
Christians and Christians 
of other sects. The Pope 
said the visit was a pastoral 
one to India’s Roman 
Catholic community of 
about 12 million. The high 
point of his visit was the 
beatification at Kottayam 
of Father Kuriakose Elias 
Chavara (1805-71) and Sis- 
ter Alphonsa (1910-46). 
No Indian had been beati- 
fied before. 

Claude Alvares, a radi- 
cal.Jndian intellectual, says 
the papal visits are meant 
to restore in the people’s 
minds some symbol of 
unity in the church which is 
no longer a monolith. The 
Pope hopes his physical 
presence may yet compensate for the 
lack of consensus on serious matters 
and strengthen the authority of the 
Vatican. The Vatican might have sensed 
the need for some attention to India. 
China's “patriotic church" has no links 
with the Holy See. The Catholic church 
in the Philippines might be causing 
anxiety to the Vatican because of its 
radical orientation and its active role 
against the regime of President Fer- 
dinand Marcos. 

Rebel priests have been questioning 
the priorities of the church. They think 
social justice is a more pressing issue 
than conversion of people from other 
faiths. Liberation theology, which 
swept Latin America and is anathema to 
the Vatican, has its Indian variant. 


Pope John Paul: 
pastoral visit. 





India’s liberation theologians think 
the premium on conversions implies 
contempt for non-Christians and, there- 
fore, rule it out as the negation of the 
spirit of Christianity. They advocate 
joining hands with like-minded people 
of other faiths and ideologies in the fight 
for restructuring the society for the 
poor. Father Sebastian Kappen’s book 
Jesus or Freedom, published in 1977, 
was written in the Indian context and 
gave clear expression to Indian libera- 
tion theology. 

The book found its application in 
the struggle of Kerala fishermen — 
Christian, Hindu and Muslim — against 
the encroachment of their tradition - 
fishing zones by mechanised trawlers. 
Rebel priests and nuns in Kerala 
defied the Catholic hierarchy and pro- 
vided the leadership for 
the movement of the fish- 
ermen. Having gained a 
toe-hold in Kerala, where 
Christianity is believed 
to have arrived in AD 52 
with St Thomas, libera- 
tion theology is spreading 
nerth along the coast to 
Karnataka, Goa and Bom- 
bay. 

Catholic feminists are 
on a collision course with 
the church in India which 
they say relegates women 
to a second-class status. 
They find even liberation 
theology inadequate when 
it comes to sexual discrimi- 
nation. Nuns resent their 
exclusion from the dei 
sion-making echelons. Thc 
laity resent the dominance 
of the clergy. There are 
also demands for the “In- 
dianisation" of the Catho- 
lic church — in the philosophical and 
the theological sense — which are sup- 
ported by some sections of the Indian 
Catholic clergy. Also enjoying tacit sup- 
port of the clergy is the campaign 
against the archaic Christian personal 
law and a call for a uniform civil code for 
all Indians. 

Yet another controversy derives 
from the Indian social context. It relates 
to social discrimination within the 
church. About 40% of India's Catholics 
are the descendants of converts from tri- 
bals and untouchables. They complain 
of discrimination in the church against 
them by the upper-caste converts. An 
unsuccessful attempt was made to pre- 
sent a memorandum on this issue to the 
Pope. 
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Rapier's success in the South Atlantic did more than confirm 
it as a supremely effective low-level air defence system. 

It vindicated the decision of 11 countries throughout the 
world to purchase Rapier for their own forces — a decision that's 
since been shared by a further 2 countries. 

Not surprising, since the Rapier is one of the guided 
weapons systems which, together with spacecraft, civil aircraft, 
and military aircraft, form part of the widest range of aerospace 
products in the world. 


D. Eu s. We have the skills and experience to meet the demands of 
Rie EM tomorrow. 
Ki c ie Tothe manin the field, to his commander, even to his 


. government, that experience means just one thing. 
The reassurance of weapons systems that work. 
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British Aerospace plc, 100 Pall Mall, London. 
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Everything’ right here in the Philippines. 


M bono you live in the region, you're 
A only a few hours away on one of our wide-bodied 
Airbuses from one of Asia's last great travel bargains. 
And it's right here in the Philippines. 
Five-Star hotel rooms for as little as $45 a night. 
Room, food and drinks at a first-class beach resort from 
$40 a day. A swinging night on the town, with dinner 
and disco dancing for less than 320. 
And the bargains never stop. 
Designer fashions, antiques, handicrafts. The Philippines. 
A lot more 


for a lot less. Philippine 
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Happy holidays and 
busy killing fields 


By Mary Lee in Peking 


ajor events on the Chinese calen- 

dar — a party conference, National 
Day, Spring Festival and the National 
People’s Congress (NPC) — have, in 
the past two years, been preceded by a 
wave of executions. According to West- 
ern diplomats, the 25 executions in Pe- 
king and 18 in Shanghai in January were 
just another surge in the crackdown on 
“serious” crimes (including economic 
crimes) which Deng Xiaoping launched 
in September 1983. 

The executions, carried out shortly 
after sentences were passed at mass ral- 
lies of more than 10,000 people in the 
two cities, came just after the “meeting 
of 8,000" called by the party secretariat 
in Peking to address the problem of cor- 
ruption within the top ranks. Those exe- 
cuted. were convicted of rape, murder, 
armed robbery, swindling and specula- 
tion. None, however, was a senior party 
or government official. 

Observers, pointing to a similar cam- 
paign of executions just before the party 
conference in September 1985, say more 
criminals are likely to be executed be- 
fore the NPC in March and another 
party conference in October. But in 
the weeks before the Spring Festival 
(9 February), “criminal elements” in 
many places had already been warned. 

This, said the Qinghai Provincial 
Party Committee and government, was 
“to ensure that the people throughout 
the province spend the [Spring] Festival 
happily . . . the political and legal, pub- 
lic security and security departments 
[must] take action to implement the 
principle of dealing with cases severely 
and swiftly and destroy the arrogance of 
the criminals. It is necessary to work up 
a momentum and produce results." 
Such declarations were echoed by other 
provincial authorities. 

Judging from press reports about 
executions and crime statistics, social 
order and party integrity is not good. 
The leadership, as well as the Chinese 
public, are unhappy about the increase 
in violent crimes, such as armed rob- 
bery, murder and rape, and official cor- 
ruption. The main and preferred deter- 
rent — /aodong gaizao (reform through 
labour) — is giving way to pressure from 
various quarters for maximum penalties 
of life sentences and executions. 

The penalty for economic crimes 
(specifically smuggling, speculation, 


theft of public property, theft and sale 
of cultural relics, extortion and accept- 
ance of bribes) was raised in March 
1982 to a minimum of 10 years’ jail and a 
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maximum sentence of life imprison- 
ment or execution. Since September 
1983, "hooligans" who engage in crimi- 
nal activities, kidnappers, — "reac- 
tionaries” who engage in “feudal 
superstitious acts" or in "counter-rev- 
olutionary activities" and people who 
lure or force women into prostitution, 
also face the death sentence “when the 
circumstances are especially serious." 
If these circumstances and the defini- 
tion of crimes seem somewhat vague 
and more than a little arbitrary, one 
must remember that the question of law 
and order is inextricably linked with 
politics and capital punishment is one 
way of keeping political troublemakers 
quiet. And, more to the point these 


HONGKONG STANDARD 


A man about to executed; criminals on display: education, not revenge. 





days, it is also a demonstration that the 
government is serious about trying to 
curb the abuses of economic oppor- 
tunities which it has engendered by its | 
own policies. The heavier sentences, 
which had been removed when the cri- 
minal law was enacted in 1979, were 
reintroduced, a Supreme People’s 
Court official said, “because of the pub- 
lic security situation.” 


OS on the efficacy of capital 
punishment as a deterrent, Liu Yun- 
feng, president of the Peking High Peo- 
ple’s Court, said: “Our country stresses 
education and appeals to criminals to 
reform. But if we do not have the death 
penalty, those measures are not enough 

. We sentence people to death not to 














seek revenge but to educate others — by 
killing one we educate 100." 

The younger party leaders, led by 
Hu Qili, have promised the public, who 
are disgruntled with the softer treat- 
ment of corrupt officials, that those 
found guilty of “serious” offences and 
are “punishable by imprisonment or 
death under the law must be so dealt 
with unfailingly.” 

Asked to comment on public scepti- 
cism that few, if any, such “tigers” will 
be caught and shot, Liu said: "We have 
also heard such things which reflect the 
masses' lack of confidence in the work 
of the courts. It is inevitable that we will 
find some cadres who have committed 
economic crimes. From the cases we've 
handled, we have not seen any involve- 
ment of central committee members. 
But our party leaders have said that if 
we catch a ‘tiger,’ he will be executed. 
That shows our party is honest in deal- 
ing with criminals.” 

Asked if executing “tigers” would 
cause major rifts within the party ranks, 


STEPHEN WONG 


Tang Zhanyun, vice-president of the 
Peking High People’s Court replied: 
"Two senior party officials [Liu 
| Qingshan and Zhang Zishan| were exe- 


| cuted at the start of the Wufan 
Yungtung." This refers to the Five- 
Antis Movement launched in 1952 


against capitalist bribery of government 
workers, tax evasion, theft of state 
property, cheating on government con- 
tracts and stealing economic informa- 
tion from government sources. 

Tang made the point that “their 
executions did not harm but boosted the 
party's image. The economic crimes 
today are more serious than those com- 
mitted during the Wufan campaign be- 
cause our officials have been hit by 
sugar bullets. But what was said at the 
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Ben Coon ed 
quine as a | demon 0 of unheal- 


did ordine: their own pera 
is will not redress the griev- 
f the public." 

ina does not publicise the number 
ecutions but some Western dip- 
mats have put forth a figure of 10,000 
ce 1983. The Chinese authorities are 
isitive about Western criticism that 
Ye executions of criminals (by bullet, 
"which the family of the deceased has 
o pay Rmb 1) is a violation of human 


= Western legal experts, however, do 
ot. dispute the right of the Chinese 
jovernment to execute perpetrators of 
rious crimes. Even the judiciary's 
eisance of party dictates is something 
hese experts do not debate. What exer- 
ises their minds, however, is the pro- 
ess of the law in China, if only because 
hev are not allowed to observe it. Ac- 
ording to a People's Court official: “In 


XN 


ers main tasks are to see whether the 
iiscover whether or not the accusation 
s well grounded and to be sure the law is 
applied appropriately." 


Where are three screenings of evi- 


blic court: by the police, by the pro- 
itor and in court. However, with 
ly.20,000 full and part-time lawyers in 


n Shanghai and about 100 in 
ases of economic crimes tried in 


ented by lawyers. 
8,000 other crimes tried in 1985. 
nother problem, according to a 
rn expert in Chinese law, is the 
egal training of Chinese lawyers. 
nks it will take decades for the 


tent lawyers to protect the rights 
accused. *As things stand, by the 
. case comes to trial, what is at 
not guilt but the appropriate sen- 
Chinese lawyers are usually not 
ght into a'case until the investiga- 
s complete and.the indictment is 


as 








dto death have the right of appeal. 
d why executions tended to be 
marily carried out right after sen- 
is passed, a Peking court official 





nst econo-- 
ffective and- 


he trials of serious criminals, the law-. 


acts of the indictment are true or not, to | 


"dence before a person appeggs in . 


whole country (200 full-time prac- | 
t is difficult to see how the | 


s judicial svstem appears to have come to 


s last year could each have been | terms with its own shortcomings. Nine 


There were | 


try to have a reasonable number of | 


Under the làw; ‘criminals sen- | 


hey do not want to Pappe : 


| By Bruce Roscoe in Tokyo 


wao Hakamada, a boxer by trade, has 
l been on death row for 19 years, and 
now he is fighting for his life. He was 
sentenced to death for the murder of a 
family of four in 1966. Like most 
of Japan's  death-row prisoners, 
Hakamada's conviction hangs on a con- 
fession. Recent publicity given to his 
fight for a retrial has renewed debate on 
how many of Japan's other 27 or so 
death-row convicts may be innocent. 
Trial by confession traditionally has 


tice which has the effect of stifling public A 


characterised the type of justice Japan : 


sees fit to mete out to criminal suspects. 
And Japanese police have proved, and 
continue to prove, themselves remark- 
ably adept at extracting. confessions. 
Once arrested, always convicted seems 
to be the rule of thumb. 

Last year, Japanese police made 
about 2.48 million arrests, of which only 
121. suspects were judged not guilty. 
That Mae aconviction rate of about 
39: 99%. Form nearly all categories of 





ese judges, who do not have to bother 
with a jury system, confessions seem to 
make the job of judging rather easy. 
But the system over the years has not 
noticeably changed to allow for the exist- 
ence of reasonable doubt in the case of 


-erimes which carry the death penalty. 


As opponents of capital punishment 


tend to stress, one problem with execut- 


ing criminals is that the state can, and in 
Japan’s case often does, get its facts 
wrong. Hideously wrong when the only 
proof prosecutors can lay their hands on 
is a confession extracted under duress 
produced by many hours of torture, ac- 


cording to some Japanese lawyers and 
.more than enough prisoners. — 


In the past 10 years, however, the 


convicted murderers have won retrials, 
and seven have been exonerated. A 
number of campaigns for retrial are now 
in progress on behalf of other death-row 
convicts. 

In many cases ; the convict’s vigil for 
the hangman’ s noose — all Japanese 
executions are by hanging — is long. 
Courts can sentence a criminal to death, 
but they cannot authorise the execu- 
tion. This task is left to the justice minis- 
ter. In cases of conviction on grounds 
later recognised — if not officially 
acknowledged —- as dubious, justice 
ministers often decline to attach their 
seal to the death writ. The result is a'life 
behind bars not knowing on which 
morning the jail warden will stop out- 


side and request the prisoner to follow 
him. Rarely are those destined for hang- - 
ing told when the day will come, a prac- - 


discussion on capital punishment. Ü 
Japan's most celebrated death-row E 
convict, Sadamichi Hirasawa, is now 94. | 
He has spent 31 years on death row fora | 
crime he swears he did not commit, and 
successive justice ministers — none of | 
whom have had the courage or convic- | 
tion to authorise his execution — ap- a 
pear to agree. Hirasawa “confessed” to 
murdering all 16 employees of the - 
Tokyo branch of. the Teikoku Bank by 
posing as a health official and inducing 
them to drink a dysentety cure which 
was, in fact, a brew of “potassium 
cyanide. The perpetrator. of the crime 
fled with the bank's money. | 
Subsequent investigations, “both: in 
Japan and the US, point to a strong pos- 
sibility that the “health official" was | 
schooled in chemical "warfare for 
Japan's war-time — experiments ` on | 
human guinea pigs in Manchuria: The 
US general headquarters of the Occu- 
pation, in a deal with the Japanese Gov- | 
ernment for the results of Japan's exper- 
Í 





















iments, later agreed to amnesty for all 
members of the. 731 Regiment. which 
specialised in bacteriological warfare. 
Hirasawa, an artist, is now. bedridden, 
and certain to die in prison. © 

Retrials were approved only in 1975 
in a Supreme Court ruling. Of the seven 
death-row convicts exonerated since 
then, Shigeko Fuji's case perhaps has 
been the most notorious. In August last 
year she was posthumously declared in- 
nocent of the 1953 killing of her hus- 
band. She had died of cancer in 1979. At 
her first trial she had claimed the pro- 
secutors had told her it wouk H 
right if she confessed to them, a 
tell the court the confession was c 








confession, for a robbery-murder 
that occurred in 1949, After 34 years. on 
death row, he was acquitted in a retrial 
and freed. He has since said he confess- 
ed after being beaten, hung upside 
down and kept awake for nights on end. 
Other cases that now seem likely to win 
a retrial involve the same kind of police 
brutality that Menda experienced. — 

One case which probably will not be 
reopened is that of Kazuo Ishikawa, a 
member of Japan's bu n class of 
outcastes who “confessed” to the 1963 
kidnap-rape-murder of a 16-year-old 
schoolgirl. The. principal problem with — 
Ishikawa's confession, his supporters - 
argue, is that he is a near illiterate, and 
his childish: handwriting did not match 
the: pir of salen on the ransom note 
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hind bars for nearly 23 of his 46 years. 

Are things changing in modern 
Japan? With regard to the death sen- 
tence, it seems they are. Both the 
number of capital convictions and ac- 
tual executions have sharply declined 
from pre-war and immediate post-war 
days. Between 1944 and 1954, 224 con- 
victs were hanged. For the 10 years to 
1984, the number was 42. But there is no 
evidence that police or prosecutors are 
any less inclined to beat a confession out 
of a suspect. 


P ehars the most revealing insight 
into the methods used by police to 
“persuade” suspects to confess was con- 
tained in the February 1984 issue of the 
magazine Sekai. The article, written by 
the lawyer Futaba Igarashi, was 
brushed off by the Justice Ministry as 
being “leftist” but its charges have not 
officially been disputed. 

Igarashi and other Tokyo lawyers 
had surveyed 30 falsely convicted peo- 


ple on their treatment in police custody, 
Some said they were deprived of sleep 
and kept under fluorescent light day and 
hight so that they would lose their sense 
of time. Vicious beatings were com- 
mon. One man claimed his fingers had 
been held in a tight grip while a 
ballpoint pen was inserted and twisted 
between two fingers. Interrogation in 
some cases lasted up to 19 hours a day. 
The lawyers’ study also shed light on 
how police are able to detain suspects 
for up to nearly a year. According to the 
Criminal Procedure Law, police can 
keep a suspect in custody for only 72 
hours. After that period expires, the 
suspect must either be released or trans- 
ferred to a prison under Justice Ministry 
supervision. But the law has a loophole. 
That is, a police station can be used as a 
substitute prison, a state of affairs which 
arose in 1908 when the "substitute" sys- 
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Menda (left) and two others who had retrials: brutal interrogations. 


tem was devised to overcome a prison 
shortage. 

Rather than abolish “substitute” 
prisons, the Japanese Government is 
now moving to institutionalise them. It 
has sponsored the introduction into the 
Diet (parliament) of at least two bills 
which would legalise the containment of 
cells in police stations. 

There are, of course, important 


reasons why Japanese suspects are not 


accorded basic rights. Unlike in most 
Western judicial systems, Japanese cri- 
minal cases tend to be built up against a 
suspect after — not before — the arrest. 
So interrogation plays a key role. 

And nothing is prejudicial. Police 
openly parade suspects in front of news- 
paper reporters who are free to print 
their names, and TV cameras. Family 
and friends of the suspect can then ex- 
pect to be hounded for months by a 
mass media in search of corroborating 
“evidence.” The mostly establishment 
press, however, is not known to report 





on police brutality, though the main 
dailies slowly are beginning to question 
the validity of “confessions.” 

Another — often overlooked — fac- 
tor is that a lawyer’s career is not en- 
hanced by fighting for underdogs, par- 
ticularly if promotion to the position of 
judge is sought. Even their chance to do 
so is restricted. They do not, for in- 
stance, always have visiting rights to 
their incarcerated clients. 

Hakamada’s case, however, may be 
different. The Japan Federation of Bar 
Associations, in its own review of the 
evidence used to convict the boxer, is 
now united in working for his retrial. It 
was, after all, a confession (written by 
the police, only signed by Hakamada) 
that put him away. Although all that 
happened 19 years ago, the one-time 
featherweight contender has not lost his 


fighting spirit. oO 
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PHOTOGRAPHY 


Record of times 


past in Peking 


A Photographer in Old Peking by Hedda 
Morrison. Oxford University Press. HK$145 
(US$18.60). 


et us face it, nostalgic photo books of old Asia 

are usually a bore. There are only so many 
faded pictures of Raj railway stations or old 
Hongkong one wishes to see. Here is an excep- 
tion. Hedda Morrison's pictures of Peking from 
1933, when she left Nazi Germany, until 1946, 
when she left Peking for Sarawak, are outstanding. 

Managing a photo studio, Morrison spent 
much of her time roaming the streets with a Roll- 
eiflex twin-lens reflex camera — as she says, 
*there has never been a better camera." She 
took photos of the Peking wall, alas no more; of 
Sir Harold Acton's favourite Chinese actors; of 
opium dens, street acrobats, painters, temple 
fairs, duck restaurants and song birds, trained to 
remain still by tying them to their perches by the 
neck. 

What a city Morrison's Peking must have 
been. What grandeur. What life! When looking 
at her photographs one can almost hear the cries 
of barkers and hawkers, or the music of wedding 
processions. There is something paradoxical 
about this. For while her pictures are black and 
white and carefully composed, almost like still 
lives, they still convey the impression of constant 
motion and vivid colours. Perhaps this is because 
one knows what Peking is like today: drab, 
charmless, still with some residue of grandeur, 
but without life. Perhaps it will come back. In the 
meantime, my advice is to go oyt and buy this 
splendid book. — lan Buruma 
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FICTION 


Of torture and death 


Hiroshima Joe by Martin Booth. Hutchinson, London. £9.95 (US$14.05). 


ee story of this pathetic British war 
casualty, an ex-army officer, alter- 
nates between his final year of agony. 
1952, and his war years from the fall of 
Hongkong in Christmas 1941 to his re- 
lease from a prisoner-of-war camp near 
Hiroshima in 1945. 

Joseph Sandingham, nicknamed 
“Hiroshima Joe” by the staff of the 
Kowloon hotel where he ekes out the 
last nine months of his miserable life, is 
a destitute opium addict and the victim 
of a rapacious and vicious triad leader. 
Joe subsists by stealing, usually from 
unsuspecting foreign tourists and resi- 
dents of the colony. He has no friends 
and his parents are dead. 

Joe’s only real love, a fellow British 
officer, Bob, was killed during the 
hopeless defence of Hongkong in 1941, 
and it is he who Joe mourns most of the 
time. *«4 

Joe succeeds in keeping Bob's 
photograph throughout his appalling ex- 
periences, first in battle, then as a PoW 
and finally living from hand-to-mouth in 
Hongkong — until he gives it to an Eng- 
lish boy who is staying with his mother 
in the Kowloon hotel as a Christmas 
present. 

All through the book the boy, 
David, a naval officer's son, plays with 
his toy soldiers in the garden of the 
hotel, glorifying in his childish way 
the horrors of war, the horrors Joe 
has known and which have wrecked 
him. 

It seems unlikely that the manage- 
ment of this respectable hotel would 
have allowed the disreputable Joe to 
have stayed for more than one night. 
However, the manager, a refugee from 
China, is sympathetic to Joe, but the 
staff despise and dislike him. 

Booth spares the reader nothing. All 
the possible filth and squalor of war and 
of men at war are included and there are 
many bloodcurdling scenes: “A soldier, 
his clothes alight, ran about demon- 
ically in front of the flames, his shrieks 
of pain an uncanny howling above the 
background rush of burning fuel and the 
stammer of gunfire." 

A sergeant tries to escape from the 
PoW camp in Hongkong and the other 
prisoners are made to witness his execu- 
tion, which is gradual and excruciatingly 
painful. 

The prison-ship on which a draft of 
PoWs is embarked is torpedoed and 
then towed. The prisoners, suffocat- 
ing, break out the hold, which has 
been battened down, and on the bridge 
Joe kills a Japanese guard with an 
axe: “His skull cracked open . . . pink- 
ish grey slush oozed through the split 
sutures." 





Eventually the prisoners -arrive at a 
camp near Hiroshima. They work in a 
nearby timberyard, outside whose pro- 
tecting wire fence grows a papaya tree 
which is bearing fruit. Joe crawls 
through the wire, steals a papaya; 1$ 
caught, knocked down and tied to @ 
tree. 

Garry, an American prisoner with 
whom Joe is in love, runs to help him 
and is shot dead. Later Joe is tortured: 
His thumb nail is pulled out; the soles of 
his feet are burned with cigarettes and 
matches. He is thrown into solitary con- 
finement. 

The Japanese guards and their com- 
manders are ruthless and merciless. The 
one exception is a fellow worker in the 
timberyard who is sympathetic. When 
the A-bomb drops, the prisoners are 
herdedinto a shelter and barricaded in, 
but they get out and Joe finds a bicycle 
and rides into the middle of the desola- 
tion and the carnage of Hiroshima. He 
searches for the sympathetic Japanese, 
who has given him his address, and 
miraculously discovers him in the rub- 
ble of his house in which his wife is trap- 
ped. 

They try to dig her out, she dies and 
the Japanese kills himself after deliver- 
ing an anti-war speech: “I am sorry for 
what your allies, the Americans, did to 
the Japanese people . . . Politicians are 
the corrupt ones. They decide but it is 
we, the common men — the innocent 
people of the race — who act for them. 
And suffer in their place." 


y harping on the repugnant and the 

horrific, Booth has written à vio- 
lently anti-war story, which implies 
that the atrocities of both sides ba- 
lance each other out. He was born one 
year before the A-bomb was dropped 
so his lurid descriptions are based 
on research, which on the whole was 
thorough. 

There are a few minor inaccuracies, 
such as kamikaze pilots praying at tem- 
ples when they would have prayed at 
Shinto shrines before taking off, and the 
papaya tree growing and bearing fruit 
near Hiroshima, which has a cold 
winter. 

The saddest aspect about Joe’s exist- 
ence is his utter loneliness. He has not 
one friend. He kills himself in the end 
after he has brutally murdered the 
bloodsucking triad leader and his mis- 
tress, and has learned that he is dying of 
radiation sickness. 

Booth, who is also a poet, writes with 
a vivid pen dipped in gall, but he makes 
his point, albeit at tines melodramati- 
cally. This is not book for the 
squeamish, — John Haylock 
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| E sid Nick Seaward in Kuala Lumpur 


A fter a six-month delay, Malaysia’s 
bd A keenly awaited medium- and long- 
t erm Industrial Master Plan (IMP) has 
ally been released to the public — but 
| onlyi in incomplete form. Summaries of 
he withheld portions indicate that Ma- 
b. aysia may fall short of achieving certain 
key targets under the New Economic 
Policy (NEP) aimed at eradicating pov- 
erty and spreading wealth, and that new 
thi iking may be required. 

. Out of the 22 volumes prepared since 
uly 1983 by a large group of Malaysian 
G Jovernment and UN-affiliated experts, 
only 14 were published on 2 Febru- 
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The remainder — containing the 
overview and details of most of the sup- 
port policies needed to implement the 
IM P from 1986-1995 — have been with- 
held, including a crucial analysis of the 
NEP within the framework of industrial 
pr progress. 

. Summaries of the withheld portions 
ere released but, unlike the rest 
of f the IMP documents, they were issued 
so. lely under the banner of the UN In- 
du strial Development Organisation 
(Unido). 

E. These highlights contain the podir 
tion that the 20-year NEP will fall short 
of its twin targets of achieving the eradi- 
cation of poverty, regardless of race, 
a ad the restructuring of society to im- 
prove the economic position of bumi- 
|» putras (indigenous Malaysians, mainly 
a . Malays). 

In particular, the IMP states that in 
n. the NEP's remaining four years “esti- 
[. mates indicate that the 30% ownership 
| target [of equity by bumiputras] will not 
oe be attained.” With the main thrust of 
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the IMP aimed at the growth of the 
manufacturing sector largely through 
private investment during the next 10 
years, the consultants have warned that 
"government will need to ensure that 
imposing NEP conditions in terms of 
equity and employment [minimum 
levels of bumiputra involvement] . 

will not have an adverse and deterrent 
impact on the growth of private invest- 
ment." 

Instead of the government intensify- 
ing its efforts to meet NEP targets, says 
the report, “there is a case for introduc- 
ing some degree of deregulation or 're- 
laxation' to the NEP requirements for 
industrial projects." Specific recom- 
mendations of the IMP regarding NEP 
policies are: 

» A relaxation of the restrictions on 
foreign investment. 

» Clearer guidelines on the NEP to be 
drawn up, especially on the questions of 
growth and ownership. 

» Tax incentives rather than adminis- 
trative controls to promote bumiputra 
equity ownership: companies that are 
owned at least 30% by bumiputras 
should enjoy a five percentage-point re- 
duction in corporate income tax. Simi- 
lar incentives should be extended to 
companies where the bumiputra share 
of the upper echelons of the workforce 
reflects the bumiputra share of the 
population. 

Since August, the government has 
had to consider these recommenda- 
tions and, according to Minister of 
Trade and Industry Tunku Razaleigh 
Hamzah, they have already been ac- 
cepted for implementation within. six 
months. 
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Malaysia's NEP may not meet its main targets 


New economic policy 





Few of the changes recommended by 
the IMP are likely to be effected in the 
short term, however, because they will 
require a major rejigging of the ad- 
ministrative and legal machinery used 
by the government so far in its drive to 
industrialise Malaysia. 

In addition, the consultants’ recom- 
mendations on the development of 12 
key industries will require some major 
long-term investments. It will also re- 
quire redeployment of capital, such as 
the purchase of an international tyre 
company to boost the rubber-products 
manufacturing sector, and the reduc- 
tion of motor-vehicle assemblers from 
11 at present to three by 1995. 


AUS the proposal to relax the | 


guidelines of the NEP are likely to 
come in for the closest scrutiny, the 
IMP's recommendations are part of a 
much wider questioning of the validity 
of the existing industrial policies in 
a period of uncertain commodity prices 
and dangerously high dependence on 
foreign technology. Although, says the 
IMP, previous policies helped achieve 
impressive growth in the 1970s, "there 
are disturbing signs as to whether they 
can be continuously used in the fu- 
ture." In particular, the consultants 
claim, the existence of easy money 
through primary-products exports has 
delayed the onset of industrialisation in 
Malaysia. 

By concentrating on the develop- 
ment of seven industries based on exist- 
ing natural resources such as rubber, 
palm oil and non-ferrous metals, and five 
non-resource-based industries includ- . 
ing electronics, textiles and transport. 

















equipment in which Malaysia has al- 
ready achieved some measure of suc- 
cess, the IMP authors believe that it will 
be possible *to build up the foundation 
for leap-frogging towards an advanced 
industrial country in the information 
age." Before that can be done, how- 
ever, it will be essential to overcome 
three endemic ills in Malaysian man- 
ufacturing: 

» A chronic lack of research and de- 
velopment (R & D). Malaysia spends 
0.5-0.6% of gross domestic product on 
research compared with 2-3% in indus- 
trialised countries: tax incentives 
— both on the income of R & D staff 
and depreciation of R & D equipment 
— should be generous, says the re- 
port. 

» A shortage of trained manpower. 
Malaysia is in no position to accept 
transferred technology, says the IMP, 
because it has so few skilled technicians: 
there is an urgent need for a research 
and design institute and other educa- 
tional facilities. 

» A lack of export incentives. Current 
policies protect large-scale capital-in- 
tensive projects and discourage com- 
panies from trying to export, thereby 
hindering international competitive- 
ness: tariffs must be revised and protec- 
tion rates set at an average of 13%, with 
nominal tariff rates of between 5% and 
20%. 

The IMP also recommends the lifting 
of all tariffs on materjals imported for 
both direct and indirect use in the manu- 
facture of exports, and it also proposes 
a lower corporate tax rate of 30% for 
, any company involved in manufactur- 
ing. 
To help finance the growth of man- 
ufacturing, the IMP proposes the rais- 
ing of the guidelines established by 
Bank Negara (the central bank), on the 
minimum proportion of Malaysia’s 
commercial banks’ total outstanding 
loans that should be extended to small- 
. scale industries. 

While this last provision goes some 
way towards explaining where the 
money will come from for the im- 
plementation of the master plan, little 
has been said on where the bulk of the 
investment will be financed. The plan it- 
self assumes a growth rate ia GDP of 
6.4% a year until 1995 (in 1981 constant 
prices) and a total investment for the 
economy of 5.7% a year. 

However, with Malaysia expected 
to register negative growth in 1986 be- 
cause of falling crude oil, palm oil, rub- 
ber and tin prices, there is scant hope 
of that projection proving accurate. 

The IMP itself assumes an invest- 
ment in the manufacturing sector of 
M$8.34 billion (US$3.4 billion) in 1981 
constant prices, by which time its share 
of total investment will have gone up to 
24%. The 12 targeted industries are 
forecast to have an output of slightly 
under M$100 billion by 1995, with ex- 
ports worth about M$3$ billion. D 
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Full steam sideways 


Thailand's Eastern Seaboard scheme is still in doubt 


By Paisal Sricharatchanya in Bangkok 


ess than two months after the Thai 

Government declared it would go 
ahead with the controversial Eastern 
Seaboard Development Programme 
(ESDP), it has become clear that the 
industrial-cum-infrastructure develop- 
ment on the eastern seacoast is far from 
secure. In fact, most analysts agree 
there is less than a 50% chance that the 
full programme, already substantially 
scaled back from the original concep- 
tion of 1982, will be realised. 

Following a crucial cabinet meeting 
on 24 December which deliberated on 
the issue (REVIEW, 9 Jan.), the govern- 
ment issued an announcement that the 
green light had been given to the pro- 
ject. But several key qualifications to 
the decision — which emphasised a 
reassessment of the viability of the pro- 
ject’s components — were not men- 
tioned. And government souices have 
been reluctant to comment since. 

For instance, the fact that the Laem 
Chabang commercial port, one of the 
two key infrastructural components, 
was being scaled back for a complete re- 
appraisal was not made known. Also 
left unannounced was another crucial 
aspect of the same decision which essen- 
tially said that the Mab Ta Pud indus- 
trial port, the other key infrastructural 
component, would be built only if it is 
deemed necessary to support the pivotal 
industrial undertaking — a fertiliser 
project. 

Progress on the two port projects has 
virtually halted. Given various protract- 
ed problems — now compounded by de- 
clining world oil prices which are likely 
to make the Thai plant less feasible — 
sceptics seriously doubt it will take off in 
the foreseeable future. 

The government may have had 
domestic and international considera- 
tions in mind in appearing to give the 
green light to the programme. Advo- 
cated by officials of the Eastern Sea- 
board office at the National Economic 
and Social Development Board, the 
country's top planning agency, the pro- 
gramme has also been supported by 
businessmen and members of parlia- 
ment from the coastal provinces. With 
the country already suffering from eco- 
nomic uncertainty, a negative announce- 
ment might have been deemed political- 
ly unacceptable. 

Perhaps equally important, cancella- 
tion would put the Thai Government in 
an embarrassing situation vis-à-vis the 
Japanese. The bulk of funding has al- 
ready been committed by Japan's con- 
cessionary-funding agency, the Over- 
seas Economic Cooperation Fund 
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(OECF). Of the US$993.5 million total 
external debt Thailand has committed 
for fiscal 1986 (which began on 1 Oc- 
tober), some US$372 million is to come 
from Japan, of which US$109.4 million 
is meant for the ESDP. 

One official source told the REVIEW: 
“The government has all along regarded 
the fertiliser project as a private-sector- 
led scheme. It would support the Na- 
tional Fertiliser Corp. [NFC, the public- 
private joint-venture undertaking com- 
pany| as promised by taking one-third of 
its equity and granting Board of Invest- 
ment promotional privileges. If it is 
deemed necessary, the government 
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REVIEWMAP by Andy Tang 


would provide other supporting facility 
and infrastructure — such as the Mab 
Ta Pud industrial port. So the same pri- 
vate-led development strategy remains. 
The government is not obstructing the 
ports construction. The decision cannot 
and should not be taken as a change of 
heart.” 

So now the ESDP's future largely de- 
pends on whether the NFC can get its 
act together. Pending settlement of 
some minor details, the project's overall 
debt financing appears to be resolved as 
the Industrial Finance Corp. of Thai- 
land (IFCT, a development bank) is 
targeted to receive the biggest chunk of 
a Y20.2 billion (US$106 million) OECF 
loan for on-lending to NFC. However, 
several other problems — particular- 
ly a board decision last year to raise 
equity from Baht 200 million (US$7.4 
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million) to Baht 2.25 billion — remain. 

Due toan increase in its capital struc- 
ture, the corporation, which issued let- 
ters of intent to two consortia of Anglo- 
Japanese contractors in mid-1985, has 
been forced to postpone signing of the 
actual contracts (worth a total of 
US$252 million) three times. The most 
recent deadline, in January, has been 


| put back to mid-March. 


In what some officials regarded as an 
important turning point, the project’s 
steering committee — headed by Fi- 
nance Minister Sommai Hoontrakul — 
met on 5 February and publicly reaf- 
firmed its intention to hold 33.3% of 
NFC’s equity. The previous absence of 
a clear-cut government stance was 
partly blamed for uncertainty among 
the private shareholders (which range 
from foreign equity partners to local 
banks, finance and insurance firms and 
those engaged in the fertiliser trade). 

Press reports quoting NFC officials 
Said various investors are now commit- 


` ted to subscribe up to 95.56% of the new 


equity base, but these have yet to be 


| verified. Underlying the uncertainty of 


some large banks over the project’s via- 
bility, the consortium of 16 Thai banks 
which was earlier targeted to take 20% 


“| is reduced to only 11.2% in the latest 


shareholdings line-up. Meanwhile, in- 
surance firms and fertiliser companies 
are refusing to subscribe more towards 


| the equity increase. 


os raised by the Internation- 
al Finance Corp. (IFC, the World 
Bank’s investment arm) for its partici- 
pation may also be another snag. The 
agency intends to invest US$10 million 


in straight equity (giving it a 12% hold- 


ing) plus another US$10 million in de- 
ferrable loans with a stock option. But it 
has two conditions: the product pricing 
must be free of outside interference 


| and, if the project uses the Mab Ta Pud 


port, the port charge must not exceed 
the combined port charge plus transport 


_ from the existing Sattahip port (at US$5 
— a tonne on imported raw materials pro- 
| jected to comprise 666,700 tonnes of 
_ phosphate rock and 200,000 tonnes of 
| sulphur annually). 


The fertiliser plant is to be sited at 
Mab Ta Pud in Rayong province, where 


| offshore natural gas is piped onshore 


and where a gas-separation plant is al- 


ready operational. However, most pre- 


vious studies, including one done by the 
IFC, were based on the Sattahip facility 
in nearby Chon Buri province. 

While previous studies have indi- 
cated the feasibility of the fertiliser 


| plant and a petrochemicals complex, 


_ the key infrastructure components, the 


port projects at Mab Ta Pud and Laem 
Chabang, were singled out by the World 
Bank as dubious schemes the viability of 


— which is still uncertain. 


In its draft report on the ESDP which 


.sparked a storm of controversy in Thai- 
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land, the bank suggested that the two 
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ports, estimated to cost roughly US$150 
million each, be dropped from the 1986- 
90 programme because of expected low 
rates of return and the existence of 
other, lower-cost alternatives (such as 
Sattahip). The bank also took into ac- 
count Thailand's macroeconomic and 
fiscal constraints. 

Not surprisingly, the bank report 
drew sharp criticism from the Japanese 
(REVIEW, 13 Feb.). Acting on instruc- 
tions from Tokyo, the Japanese mission 
in Washington protested at the bank's 
alleged interference in a Japanese- 
funded programme in which the bank 
has had no direct funding involvement. 

After numerous reassessments, the 
programme was significantly scaled 
down and phased back beginning in 
1982. For instance, a rock salt-soda ash 
project plus an integrated steel mill 
were dropped. Only US$233 million 
was invested during 1982-85, mostly for 
infrastructure-related works (such as an 
industrial estate, railways and water 
supply). About US$1.7 billion was to be 
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invested during 1986-90; but this will be 
much lower in light of the latest uncer- 
tainty and actual project costs which 
may be substantially less than estimated. 

Of all the problems, most analysts 
agree the equity increase — particularly 
among the private investors — is the 
most formidable. In a traditionally ag- 
riculture-based country like Thailand, 
the prospect of ensuring steady fertiliser 
supply to Thai farmers at fair prices 
might make good political sense. But 
given the current world glut and declin- 
ing oil prices, there is a great deal of 
scepticism from government eco- 
nomists, the central bank and pri- 
vate investors over the project's viability. 

Cautioning the government against 
drafting the private sector into politi- 
cally inspired schemes, Amnuay Vira- 
van, one-time finance minister and pre- 
sently chairman of the Bangkok Bank's 
executive board, recently stated: “The 
government should not compel banks 
to invest in national projects unless 
they are [socially andi economically 
sound.” 
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Rising yen, 
falling profits 


Fertiliser complex 
comes under scrutiny 


s a large portion of funding for 

the Eastern Seaboard Projects 
US$252 million fertiliser complex is 
targeted to come from Japan in the form 
of a concessional loan plus supplier 
credits, the yen’s parity is likely to influ- 
ence the project’s rates of return. Ac- 
cording to an Industrial Finance Corp. 
of Thailand (IFCT) study, the return 
has fallen to about 11% as a result of the 
yen’s appreciation in recent months but 
this would pick up to about 13.6% if the 
Japanese unit settles at an average of 
¥210-220:US$1 in the longer term. 

The IFCT study bases its pricing of 
fertiliser products on an average of 
world prices in the past five years. On 
this basis, it estimates that the Thai in- 
vestment will be repaid in 15 years. 

Because of complex regulations 
which prevent the government guaran- 
teeing foreign loans to any institution in 
which it holds less than majority equity, 
IFCT — at the behest of the govern- 
ment — is serving as a conduit for a 
¥20.2 billion (US$106 million) Japan- 
ese soft loan for on-lending to the Na- 
tional Fertiliser Çorp. (NFC, the joint 
venture company which is undertaking 
the project). 

As the agency’s own capital totals 
only Baht 2.3 billion (US$85 million, or 
less than the loan), the exercise by itself 
is highly unusual — and risky. Because 
of this, IFCT is asking for 2% annually 
to protect against exchange-rate fluctu- 
ations plus another 2% fee to. cover 
overall risk — on top of the 3.5% in- 
terest carried by the Japanese loan. An 
agreement on these terms has yet to be 
finalised as it is felt in some quarters that 
the demanded 2% fee is too high. 

IFCT has also worked out a system 
whereby the loan would be repaid into a 
15-year sinking fund (covering a five- 
year grace period plus another 10 years’ 
repayment). If the NFC runs into 
cashflow problems during years of de- 
pressed prices, payment would be de- 
ferred, but the principal must be paid 
back within the Japanese loan’s aggre- 
gate 30-year repayment period. 

Aside from other potential negative 
factors, many sceptics believe politi- 
cal considerations might seriously con- 
strain the project's financial viability. 
Commented one observer: “The pro- 
ject is unlikely to sell at high prices in 
times of a world price depression — lest 
there should be a protest by farmers. On 
the other hand, if world prices are on 
the high side, the plant is unlikely to sell 
accordingly — lest it should be accused 
of making unfair profits from the poor 
farmers..." — Paisal Sricharatchanya 
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TO EXPLOIT CALIFORNIA'S 

BUSINESS OPPORTUNITIES, 

TALK TO CALIFORNIA'S 
BUSINESS BANK. 


Not everyone knows that Union Bank of 
California is a wholly-owned subsidiary of the 
Standard Chartered Group. 

Nor is everyone outside California fully aware 
that it is not only one of that highly-competitive 
state's most successful financial institutions, but 
is also the only major bank to specialise in the 
corporate sector. 

For over seventy years, it has responded to 
the needs of the West Coast's dynamic business 
community — developing highly-advanced cash 
management, credit, trade finance, capital man- 
agement, corporate finance and consultancy 
services. 

It operates more than 20 offices strategically 
placed in major business centres in California. 

In so doing, it forms an important part of 
Standard Chartered’s uniquely strong network 
around the Pacific basin - the world's fastest- 
growing business region. 

And it provides another example of the depth 
of our involvement in the major markets we serve 
all over the world. 

Union Bank’s communications systems are 
fully integrated with Standard Chartered’s, so we 
can put you in touch through any of our 2,000 
branches in over 60 countries worldwide. 

Contact us for more information. 
It could open up a new world of business 
potential. 
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STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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e hardware cost is 
Kewangan Usaha easily justified by the exten- 
Bersatu Berhad (KUBB) sive use of the computer in 
is one of the leading non- various departments. As we 
bank affiliated finance have grown, it has been a 
institutions in Malaysia. simple matter to add new 
In the six years since its ze s. hardware to accommodate 
establishment, KUBB CP a our increasing system needs. 


has grown from one of the top forty institu- — «We gig a comparative analysis of 
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various vendors before deciding on 
Mohd Izwan Ismail, Manager of Corporate Hewlett-Packard. We feel that HP 
Services, said, “We used to ask a computer has the best support, which is vitally 
bureau to do batch process- important in a banking 


ing for our loan department. f i eds environment." 








You should consider a working partnership with HP. Now. 

Call or write to your local office. 

e Australia Hewlett-Packard Australia Pty Ltd., Blackburn, VICTORIA. Tel: 895-2895 e China China Hewlett-Packard Co. Ltd., BEIJING. Tel: 280567 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG. Tel: 5-8323211 * India Blue Star Ltd., BOMBAY. Tel: 4226155 © Indonesia Berca Indonesia P.T., 

JAKARTA. Tel: 373009 * Japan Yokogawa-Hewlett- Packard Ltd., Sukinami- Ku, TOKYO. Tel: (03) 331-6111 * Korea Samsung Hewlett-Packard, SEOUL. 

Tel: 784-2666, 784-4666 * Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: (03) 2986555 * Philippines The Online Advanced Systems 
Corporation, Makati, METRO MANILA. Tel: 815-3810 * Singapore Hewlett-Packard Singapore (Sales) Pte Ltd., SINGAPORE. Tel: 4731788 

e Taiwan Hewlett-Packard Taiwan Ltd., TAIPEI. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 * Thailand Unimesa Co. Ltd., BANGKOK. Tel: 234-0991/3 
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Lee; Li: Yu: moves towards a high-tech future. 


'NDUSTRY 


Under bureaucracy's weight 


Taiwan renews efforts to improve its industrial technology 


By Carl Goldstein in Taipei 

mid increasing concern over the 

slow progress of efforts to raise the 
technological level of Taiwan's indus- 
try, the government has announced a 
series of measures designed to boost 
spending on science and technology and 
to overcome a variety of bureaucratic 
obstacles which have hindered the four- 
year-old effort. 

The question has become all the 
more urgent in the current era of sharp 
competition for export markets from 
China and other low-wage producers 
and growing protectionism in the US 
and elsewhere. Together, these two 
developments point to a dim future for 

aiwan's traditional export industries. 

A. National Science and Technology 
Conference, which ended on 30 January 
in Taipei, became the occasion for a 
wide-ranging discussion by officials, 
businessmen and academics over ways 
to marshall the government's resources 
to assist private industry. With an indus- 
trial structure that is heavily weighted 
towards small companies, businessmen 
have mostly been unable or unwilling to 
put substantial resources into research 
and development (R & D), which will 
be necessary if Taiwan is to develop in- 
dustry that is not dependent on licensed 
technology from abroad. 

K. T. Li, a minister without portfolio, 
told the REVIEW: “One of our problems 
is that we haven't figured out a way yet 
to overcome Chinese individualism.” 
Li, who is now 76, was closely involved 
in the policy discussions among the top 
leadership several years ago that led to 
the decision then to try to move towards 
a high-technology future. 
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One of the more important measures 
announced was a plan to set up a gov- 
ernment-backed fund to provide credit 
to businessmen for R & D spending. Up 
to now, most banks have proven unwil- 
ling to lend for spending of this nature, 
which necessarily cannot promise con- 
crete, short-term returns. Taiwan's ven- 
ture-capital industry, which is only in its 
infancy, is not in a position to provide 
much assistance. Business sources 
thought the fund, if given sufficient cap- 
ital, could make a significant contribu- 
tion. 

Premier Yu Kuo-hwa said in an ad- 
dress closing the conference that 
Taiwan would seek to raise total spend- 
ing on science and technology to 2% of 
the nation's gross national product 
within seven years, up from the present 
0.7%. 


AS problem pointed out by many 
conference participants was a seri- 
ous shortage of skilled scientific and 
technical personnel both in private in- 
dustry and government research insti- 
tutes. Education Minister Lee Huan an- 
nounced steps to raise the proportion of 
science students in colleges and 
graduate schools to 50% , compared to a 
little more than 40% at present. 

Li pointed to the country's 
"talent gap" — the result of years of 
brain drain. He estimated that more 
than 60,000 scientists and engineers 
from Taiwan were working in the US 
alone. Li, who as finance minister and 
economic minister in past years, was a 
key architect of Taiwan's economic 
policies during the past 25 years, said 
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only 11% of those going abroad tó study 
return, and most of the returnges tend 
to be in the humanities or social 
sciences. 

In an attempt to reverse the flow, the 
conference directed the legislature and 
the executive branch to change current 
laws limiting the benefits that can be of- 
fered to foreign and Overseas Chinese 
specialists who come to work for gov- 
ernment departments or research insti- 
tutes. The problem is complex, how- 
ever, and does not appear amenable to 
quick solution even if the appropriate 
regulations are changed. More abun- 
dant job opportunities, higher pay anda 
better standard of living in the US all 
work against the family ties and a sense 
of duty towards one’s country among 
many Chinese intellectuals which might 
otherwise draw them back. 

Another perceived problem is the in- 
terference from powerful government 
bureaucrats often faced by research in- 
stitutes and private companies engaged 
in. public-private joint ventures, An 
even more fundamental obstacle to re- 
versing the brain drain — one that was 
not mentioned during the conference 
is the uncertainty over Taiwan's politi- 
cal future in the face of increasing pres- 
sure from China for reunification. 

The young information industry has 
been a major success story in the gov- 
ernment-guided effort to promote the 
development of technology-intensive 
industry (REVIEW. 21 Nov. ‘85). It re- 
ceived a new a boost on the eve of the 
technology conference when the Execu- 
tive Yuan (Taiwan's cabinet) passed a 
plan on 16 January to launch a US$207 
million project to build a very large- 
scale integrated circuit factory. 

[he government is to hold 48% of 
the project's total capitalisation, while 
the remainder will come from foreign 
and domestic private industry. Al- 
though the private partners have not yet 
been named, the project is expected to 
help Taiwan claim a larger portion of 
the huge worldwide semiconductor 
market and, it is hoped, with more 
sophisticated chips, a more lucrative 
sector of that market. 

Last year's information-industry ex- 
ports totalled US$1.3 billion, a 26% in- 
crease over the previous year. This was 
one of the few bright spots for the econ- 
omy in 1985, as most export sectors 
were Just barely holding even with the 
previous year's levels in the face of the 
worldwide trade downturn 

The picture for the major traditional 
industries to upgrade their technologi- 
cal efforts was not so rosy. The footwear 
industry was a case in point. Exports in 
1985 amounted to US$2.3 billion, up 
only 2% from a year earlier. More im; 
portantly, however, most of those shoes 
were at the lower end of the market. 
The average price of a pair was only 
L/5$3.68. essentially unchanged from 
1984, when it was US$3.63. 

Economists said that the lack of suc- 
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cess experienced by the footwear and 
other i&dustries in upgrading their tech- 
nology and moving upmarket to beat 
low-cost competition was reflected in 
the declining levels of domestic capital 
investment during the past few years. 
Fixed capital formation in 1984 (both 
public and private) was NT$484 billion 
(US$12.1 billion), down 2% from 1981 
levels. Based on the first three quarters 
of 1985, economists were predicting 
that the year would show another de- 
cline to about NT$440 billion. 

One of the major causes of business- 
es’ relative willingness to invest is busi- 
nessmen’s pessimism Over export pros- 


„pects for traditional products and uncer- 


tainty over how to go about moving into 
new areas. 

The problem has been exacerbated 
by inconsistent government policies 
during the past few years, despite the lip 
service paid to the need for industrial 
upgrading, and bureaucratic resistance 
in the central bank and Economics 
Ministry to some policy changes urged 
by business interests. 

At a symposium sponsored by the 
United Daily News during the science 
conference, Matthew Miao, chairman 
of Mitac Inc., a major local computer 
manufacturer, said: “Our biggest prob- 
lem is not that we don’t know how to do 
research and development, but rather 
that we have been saddled with so many 
restrictions, including security mea- 
sures, obsolete laws and customs re- 
strictions." 


ther businessmen at the science 
conference criticised the govern- 
ment’s bureaucratic habits for causing 
“hidden capital costs,” even when tax 
incentives are designed to encourage in- 
vestment — such as in the case of the 
Hsinchu Science-Based Industrial Park. 
Foreign-exchange controls, though 
somewhat loosened in the recent past, 
sometimes work against the govern- 
ment's declared goal of introducing new 
technology from abroad. A lack of co- 
operation among government agencies 
is another big problem. 

This theme was taken up by John Ni, 
director of the Economic Ministry's In- 
dustrial Development and Investment 
Centre. He said decisions in the 
bureaucracy often take place at a "water 
buffalo's pace" as necessary documents 
move from desk to desk. With the short 
shelf-life of many new technologies, and 
the difficulties involved in bringing a 
new product to the market, these 
bureaucratic delays can sometimes be 
fatal. 

Pessimists were suspending judg- 
ment on whether the next science con- 
ference, to be held in four years time, 
might be a replay of thisone, or whether 
the top-level attention now being given 
the problems affecting the development 
of science and technology might provide 
enough momentum to overcome the ob- 
stacles. oO 
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Indian vehicle rolling 


New Delhi approves the first foreign trust to invest locally 


By Meenakshi Behara in Bombay 
ye process.of internationalisation of 
India’s stockmarkets has begun. At 
the end of January the cabinet commit- 
tee finally gave its approval to the pro- 
posal by the Unit Trust of India (UTT) 
to link up with Merrill Lynch Capital 
Markets to set up what will be the first 
authorised managed vehicle for foreign 
investment, albeit indirect, in India’s 
stockmarkets. The India Fund will 
begin operating in April with invest- 
ment management being handled by 
UTI and Merrill looking after the mar- 
keting. 

The start-up will be a quiet affair. At 
US$60 million, the closed-ended fund, 
which will probably be domiciled in tax- 
neutral Luxembourg, will be very small 





by international standards though just 
large enough to seek US Securities and 
Exchange Commission approval. Yet it 
is unlikely to do so initially. Informed 
sources suggest that the fund is going to 
aim largely at the West and Southeast 
Asian and European markets and for all 
these, a listing on the London Stock Ex- 
change seems sufficient. 

Already, informal response to the 
fund from the target markets has been 
overwhelming. In fact, it appears likely 
that institutional demand will more than 
cover the first offering. No one seems to 
think that UTI will not have to call upon 
Merrill to fulfil its obligation as under- 
writers. 

All this suits UTI admirably. As a 
matter of strategy it wants to avoid an 
oversupply of the India Fund’s units. 
UTI probably believes that keeping a 
gap between supply and demand will 
enable it to sustain interest in the India 


Bombay stock exchange: an international direction. 


Fund's issues. Obviously the UTI is al- 
ready thinking of successor funds which 
are going to be much larger than its first 
attempt. 

Neither UTI nor Merrill Lynch is yet 
willing to disclose full details of the 
international fund, but it appears that 
it will invest in a special scheme of 
the UTI through which investment will 
be placed. It is likely the fund's invest- 
ment policies will closely resemble the 
UTIs existing portfolio-management 
pattern. 

UTI is a public-sector investment 
vehicle set up in 1963 and with a 
portfolio now spread over some 8€ 
companies. Its total investible resources 
currently stand at around Rs 22 billion 
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(US$1.8 billion) and it has more than 
1.8 million unit holders. 


or the year ended June 1985, UTI had 

71.596 of its funds invested in the 
corporate sector, 21.5% as deposits and 
other investments with banks and the 
balance (795) in government securities. 
It is the government-securities segment 
in which there is expected to be a major 
difference between the fund's invest- 
ment patterns and that of UTI's domes- 
tic trusts. Government paper has been 
continuously devalued thanks to a reg- 
ular upping of coupon rates and new is- 
sues of gilts. By law, holders are not re- 
quired to reflect the devaluation in their 
balance-sheets. However, that will not 
be acceptable to international investors. 

Much of the funds held with the 
banking sector are in the nature of fac- 
toring credits and returns are not very 
significant. In these circumstances, it 
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Bruce Roscoe in Tokyo 
ome Singapore financiers are look- 
ing East for solutions in the wake of 
e Pan-Electric Industries crisis and 
‘subsequent stockmarket crash in 
oth Singapore and Malaysia. They are 
suggesting that a possible solution to the 
problems raised by massive forward- 
ract and buy-back deals in the share 
et might be to have a centralised, 
o transaction-financing — agency 
g the lines of the Japan Securities 
ance Co. (JSF) which would both 
rovide and monitor securities finance. 
The idea was first mooted some 
ago by the Stock Exchange of 
sore under the chairmanship then 
Soo Peng — now chairman of 
hant bank Morgan Grenfell (Asia) 
ough no official action was taken. 
lorgan Grenfell (Asia) managing di- 
ctor. Hsieh Fu Hua, revived the ide: 
“a recent capital-market seminar in 
Manila. Hsieh talked about "lack of 
prudence" on the part of Singapore 
financiers and the folly of operating on 
"little or no cash margin.” Hsieh asked: 
What model can we look to?" to solve 
.such problems. and suggested that an 
official securities-finance organisation 
along the line of the Japanese one could 
| provide the answer. 
(o. The president of JSF is a former di- 
rector of the Bank of Japan (BoJ, the cen- 
tral bank), and the vice-president a man 
who descended from the upper ranks of 
the Ministry of Finance (Mob). At 
nce. therefore. both the government 
and the central bank can keep their eyes 
ained on the level of funds used to fi- 
ance stock and bond transactions on 
the Tokyo Stock Exchange (TSE). 
If the exchange over rheats in a bull 
in, JSF cools it by raising its collateral 
uirements or by adjusting the per- 




































Chris Mullin in Ho Chi Minh City 

Japanese trade fair held here recent- 
kiy was the first in Vietnam by a 
vitalist country since the communist 
ctory more than 10 years ago. And it 
as the latest in a series of signs that the 
| and credit boycott imposed on Viet- 

















iay be breaking down. 

More than a dozen major Japanese 
rporations were represented at the 
ncluding Nippon Steel, Nissan and 
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missible volume of trading that may be 
financed by JSF loans (the so-called 
margin requirement). But it does not 
act alone. Consultations are held among 
JSF. the MoF and the TSE itself before 
regulatory action is taken. Alterna- 
tively. if a selling spree threatens to de- 
press the market to dangerous levels, 
JSF will penalise sellers who try to get 
rid of shares originally bought with its 
loans. It does this by charging "interest 
in reverse" — meaning, a seller has to 
pay additional interest to JSF for the 
privilege of selling shares bought with 
margin finance. 

And, JSF finances securities com- 
panies, which in turn finance individual 
or corporate customers’ stock or bond 
transactions. It also loans both bonds 
and stocks. 

That is JSF's, role in a nutshell, 
though the entire range of its financing 
activities is infinitely more complex. In 
light of the recent Pan Ar of trading on 
the Singapore and Kuala Lumpur stock 
exchanges, the question is raised as to 


whether the JSF system can be exported 


and effectively emulated. 

It isa question which should perhaps 
have been asked at least 20 years ago 
when JSF and its sister companies, 
Osaka Securities Finance and Chubu 
Securities Finance, played a dominant 
role in regulating securities finance and 
stabilising the often-volatile trading of 
securities companies. Today, this role is 
much reduced, though JSF is empower- 
ed to set the margin collateral rate, 
which can vary from as low as 3096 to 
boost a bear market, to around 70% if a 
bull market will not stop running. 

Banks have become keen com- 
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petitors in margin finance, and the big . 


four securities. companies (Nomura, 





mechanical rice harvesters, and the — 


latest Nissan and Toyota cars. While 
most of the goods are well beyond the 
means of the Vietnamese consumer, the 


Japanese clearly have an eye on the long | 


term. Said one Japanese businessman: 


“It took more than 30 years for China to | 
open up after the revolution. The Viet- 
namese have only waited 10.” 


Japanese trade with Vietnam has 


been quietly but steadily increasing in | tl 
point where Japanis | — 





recent years, to the poin 
| est non-communist trad- 


| nance are alse provi 
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which about three-quarters consists of 
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has remained a stagnating "s | 
Outstanding - loans^ im’ this se or 
nowhere | hear match. Zim in total 5 

margin fin: 
croacheiént into its tertitory by. thé big 
city banks mue is now SUL to woo in- 
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hase: of ican T bonds: Which it 
does by extending loans in return for the 
bonds as collateral. Its second at of 
expanding business is direct loans t1 
smaller securities companies. 









GS exutities finance companies were set 
ad up after World War H to get stock 
exchanges throughout the country li- 
quid by adoption of an Americati-liké 
margin system. Banks had their hands 
full — and pockets empty — rebuilding 
industry; foreign investment was ban- 
ned, and few individuals had funds to 
Hol, for stock investments. In 1950, 

J agreed to lend the securities com- 
panies funds through the call market and 
hold depository receipts as collateral. 

In 1955, in an amendment to the 
securities law, the finance companies 
merged into three majors, all of which 
were then specially licensed by the 
MoF: JSF would monopolise lending 
for transactions on. the Tokyo, 
Fukuoka, Niigata and Sapporo ex- 


changes; Osaka Securities Finance ob- 


tained exclusive financing rights for the 
Osaka, Kyoto and Hiroshima ex 
changes, and Chubu Securities Finan 
took the Nagoya Exchange business. 








ing g partner. Trade between the two is : at 
present worth about US$200 million, 0 





Japanese exports, mainly agricultural 
yn, fish, 





coal and scrap metal left over from the 


war. 








n the short term, trade prospects afe 
limited because Vietnam has almost 
nothing to sell. The obvious way round 
this problem is for : à series of joint ven- 
tures, in which the Japanese provide i in- 
vestment, technology and management 
and the Vietnamese supply cheap 
labour and raw materials. But this is 
frowned up n by the Japanese Govern- 
1 (in theory at least) supports 
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p: t fa (by agreeing to 
an rs small securities 
ping a tight lid on 
call JSF the “Bank 
curities industry. _ 
ies provides a good 
the diminishing dependence 
g securities houses on JSF. In 
jut 40% of Nikko margin tran- 
were financed by JSF loans. 
The figure dropped to 5% by 1980, and 
, taday stands at around 2.5%, 
^ Now, JSF is becoming increasingly 
dependent on smaller securities com- 
nies as loan clients. To further weaken 
ts position, the ratio of shares by value 
and volume purchased on margin on all 
stock, exchanges. has steadily declined. 
from.around 30% in 1970 to 20% now. 
Part of the reason is increased purchases 
by non-residents,.who are prohibited 
from buying on margin. 

Although less exchange trading is fi- 
nanced on margin, than, say, 10 years 
























selected by JSF: Say ISF will NU 
lend shares of its own choice. As of De- 
cember, JSF would accept t of 978 
stocks as collateral, and its list of mo 
able stocks numbered 523. JSF can 
change the list to dampen | overly 
speculative trading, removing some 
“eligible” shares, adding others. 

Market stability is also enhanced by 
rigorous reporting requirements for 
margin positions. Each week. according 
to TSE regulations, JSF, the other secu- 
rities-finance companies and the securi- 
ties houses must report all margin posi- 
tions. 

Further, TSE rules state that all mar- 
gin positions and short sales must be 
liquidated within 180 days, unlike in the 
US — where there are no margin due 
dates. Controversy rages over the 180- 
day rule. Small securities companies 
want it cut. to 90 days to raise turnover 
(and commissions). The big four want it 
abolished. The best argument against a 
due date is simply that those who know 
when a particular block of shares must 
be liquidated can profit. quite hand- 
somely. Securities houses are supposed 
to keep the dates secret. 
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Late las year, a delegation of 30 top US 

| businessmen spent three days in Viet- 
nam discussing the prospects for a re- 
“sumption of trade. The delegation, or- 
 ganised by Time magazine, would not 
have gone ahead without at least the 

r seat approval of the US State Depart- 
dien 






The British Ambassador to Vietnam 
ird Tallboys was also recently in 
-J Minh City, where he had talks 
: with local. businessmen and with the 
Vietnamese . corporation set up to 
exploit the oil found off the country's 
east coast. At present the oil, which is 
not yet coming ashore in marketable 
quantities, is being developed by the 
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Soviet. Union, but the Vietnamese ex- 






pressed interest in British offshore tech- 
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open up their economy, but their anxi- 
ety is tempered by a fear that Ho Chi 
Minh City, with its free-enterprise trad- 


ition, might take off and leave Hanoi 


behind. In recent years, former Saigon 
businessmen have been encouraged to 
reactivate their foreign links and the re- 
sult has been what some officials in 
Hanoi view as an unhealthy degree of 
independence for a supposedly con- 
quered city — of which the Japanese 
trade fair is only the latest example. 

. One government minister recently 
lamented that the Ho Chi Minh City au- 
thorities were wasting. their export earn- 
ings on prestige projects. He cited a 
huge new theatre and a sports stadium 


currently under construction. “When we 
tell 





l them they should be investing in re- 


construction they say, ‘It’s our money and 


we shall decide how to spend it.” 
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Move to lure back black | 
money from abroad 








By S. Kamaluddin in Dhaka 









R angladesh has decided to allow E 
local and foreign banks to onc 
offshore banking units (OBUGSI! in 1 
countrv's free trade zones (F TZs) we 
move partially, aimed at Juning hon 
"black" money rom. foreign hank ae 
counts, p 
While there wil 
the physical loca 
they could Be ) 
or it any other convenient To 
cluding an existing branch) ~ a tràfí 
tions with local residents wilknot bi : 
mitted outside the PTZ. E 
A source at Bangl ladesh Bank fi 
the central bank) told. the REVIE 
the OBUs would be allowed tà funeti 
along the lines of those in Singapore fo 






































ve no restrictions & 





example. According to a circular issued. 
by BB, any bank willing to open am 


OBU will have to apply formally to the 
central bank through the Export Pro. 
cessing Zone Authority ( (EPZA), Once 
a licence is granted, it will be free 10 ue 
cept deposits from outside Banglades 
and borrow abroad. xt 
It will also be free to make advance 

or invest abroad and make permissibh 
transactions with industries within tfr 
export-processing zone. The banks wil 
have to To voluntarily the limits. ome 
assets and liabilities under which th 
wish to operate. | 
There will be no statutory capi 
reserve or liquidity requirements 
OBU, but each bank will be requ 
furnish an assurance to BB from its 


funds whenever required. OBUss 
allowed to carry on fransactior 
specified currencies — the 10 sug 
are: US dollar, sterling. Cana 





















lar, Deutschemark, ven, Swiss. 
Dutch guilder. French franc, S 
kroner and Singapore di lar. 


OBUSs will be free to determin 
minimum size of acceptab - dep 
Local banks may also mainta | for 
currency accounts with the OBI 
the same manner in which they mani 
accounts with their corres sonde nts, 
BB executive director. M. R. Kh 
who was involved in hammering c 
differences with the local and fore 
banks for the opening of OBUs, told fi 
REVIEW that BB has an open-door ] 
hey about the operation of OBUSs, A 
bank, local or foreign. fulfiling the con 
ditions will be allowed. he said. 
The OBUS, he said. will be total 
outside the jurisdiction of exchar 
























^ut there wirt 
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' leeway in their foreign-currency 









gn banker said that with the opera- 


ndence and will be able to get the ex- 

"sure which most.local bankers lack in 

aling with the anternational money 

arket. Foreign-ctirrency rates, based 

New York closing rates, now quoted 

ily by the Rate Committee are always 
iys late, | E 
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b fter a year of economic slowdown in 
me 1985 when gross domestic product 
‘ose 4.1% (substantially lower than the 
ecent average of more than 7% a year), 
ailand seems faced with another year 
slow growth. Based on estimates of 
smaller expansion in agricultural pro- 
duction and marginal gains in other sec- 
tors, the Bank of Thailand (BoT, the 
central bank) is projecting a 4% GDP 
growth for 1986. 

.. These figures will be included in the 
BoT's annual economic report which is 
to be released shortly. They are revised 
marginally downward^from figures re- 
leased by BoT governor Kamchorn 
Sathirakul late last year (REVIEW, 2 
Jan.). 

_ Agriculture remains the biggest sec- 
tor, accounting for a fifth of GDP. The 
sector expanded 3.8% in 1985 following 

sveral successive years of favourable 








pression in crop prices plus some ac- 
‘age cutbacks in major crops (such as 
ce and tapioca), the BoT expects 
'gregate production to rise only 2.2% 





gricultural sectors is expected to im- 
ve marginally from 4.2% to 4.5% 
y the same period. 
Several non-agricultural sectors — 
nufacturing (for the domestic mar- 
(t), banking, wholesale and retail 
ade — took a heavy beating in the face 
last year’s economic downturn. In- 
tries with high import contents (not- 
ly cars and electrical appliances), and 
xuries" (such as alcohol) all re- 
ded reduced sales, while export- 
ented industries (namely garments 
textiles, canned food, jewellery and 
stic products) registered impressive 
wth. 
ince export-oriented industries are 
substantially smaller than those 
ed for domestic consumption, the 
ufacturing sector as a whole (which 
ts for roughly 19% of GDP) re- 














n, saying that it would provide a bit. 
ations than is currently the case. A 


on of the OBUs, banks will gain inde- 








ONITOR 
irowth to remain slow © 


is year. Meanwhile, growth in all non- | 


















stage could o ) 
his bank will soon apply for an OBU li- 
cence. s | 
Mixed feelings prevail among bank- 
ers and government officials about the 
prospects of lu back the "black" 
money held by Bangladeshi business- 
men and others abroad through the 
OBUS. The size of such funds, accord- 
ing to estimates made by bankers and 
businessmen, ranges from US$1.5-2.5 


















gistered one of the lowest growth re- 
cords at 2.5%, or down from 6.8% in 
1984. This was hardly surprising in light 
of the depressed farm incomes which 
cut into the farmers' purchasing power. 

Expansion in the construction sector 
(5.2% of GDP) also dropped from 
6.3% to 2.4% over the same period, re- 
flecting reduced private-sector activities 
both in urban areas and the countryside 
against a marginal increase in the gov- 
ernment sector. For the first time since 
1979, aggregate cement sales — proba- 


weather. But as a result of chronic de- M- 





nly be modest, Cooper said | 













dge of some 
osited more 


-processing zone chairman. 
Habibur Rahman said that so 
far only two banks -— Agrani Bank, a 
local nationalised commercial bank, 
and Habib Bank of Pakistan — have 





















formally applied to opén: an OBUs. 
However, five other banks (Grindlays, 
Stán “Chartered, American Ex- 


press, Sonali Bank and Janata Bank — 
the last two being nationalised commer- 
cial banks) have informally indicated . 


US 1 
j i 


they will seek permission. 









11-12% , or roughly half the 23% growth - 
rate in 1984, ede 

Private investment was another ob- 4 
vious victim in 1985. The start-up capi 
tal of projects promoted by the Board of 
Investment dropped 19.4% to Baht 5.5 
billion (US$205 million) while “net”: 
foreign-investment inflow declined. 
from Baht 9.6 billion in 1984 to Baht 3.6 . 
billion. quA 

Inflation was a low 2.4% last year, 
largely because of stable oil prices and 
an absolute decline in food costs. This 
was achieved despite an average 4.2% 
minimum wage increase at the start of 
the year, higher fmport costs (as a result 
of the November 1984 devaluation), a 
substantial excise-tax increase on 
cigarettes and liquor, and price in-^ 
creases by various public utilities (in: 
cluding Bangkok bus and nationwide 
train fares, water and postal rates). 

The consumer price index is expect- 
ed to rise 3.5% this year. While further 


+ declines in world oil prices will contri- 


bute to price stabilisation, the antici- 
pated higher inflation assumes thata 
manufacturers, who held off price in- 


_creases last year due to depressed farm - 


| incomes, will begin to pass on the bur- 


REVIEWGHAPH by Andy Tang | 
_ bly the best indicator for this 
fell marginally last year. 
The mining sector (2% of GDP) was 


sector — 


no exception. Partly hit by a 10.8% tin. 


production cutback (owing to the Inter- 
_ national Tin Council quotas and disrup- 
tions in the world tin market in last 
quarter 1985), this sector's relatively 


high aggregate growth of 13.496 in 1984 | 


dropped to 7.3% last year. 
The banking system went through 
what was probably the slowest period in 


recent years. Due to depressed loan de- 


. mand, bank lending grew an estimated 
10-11%, or slightly over half the 17.7% 
expansion recorded in 1984 and a far cry 
from the more than 30% lending growth 
in 1983. Reflecting declines in real earn- 
ings, particularly among lower-income 

groups, bank deposits expanded only 








rough 








den to consumers in 1986. | 
Meanwhile, the country recorded a. 


Baht 65.6 billion trade deficit last year.. 


down from Baht 68.8 billion in 1984. 
Compared to 1984, the Baht 190 billion 
of exports represented a 9.5% increase 
in baht terms (largely inflated by the de- 
valuation) but a 4.4% decline in US dol-. 
lar terms. The real decline reflected a 
4.6% increase in volume against an 
8.7% average drop in dollar-price 
value. | | ! 
Central-bank economists expect ex- 
port prices to pick up marginally in 1986. 
and larger export volumes should lead 
to an aggregate gain of roughly 6%. 
However, imports will rise corréspond- 
ingly in light of the anticipated demand. 


















growth. Ultimately, the magnitude of. 
the trade imbalance is likely to remain 








y the same as last year. 
; Paisal Sricha 






































| r bastiot Bir has de iráide, soo up 
the world's largest potential market. 


As Huan Xiang,- a member of the Standing 
‘Committee of the People's Congress and 
adviser to the Chinese Academy for Social 


: Sciences, explained at a conference in Bei- 
jing in May 1985: 


The policy. of opening up to the outside 
world has become a long-term fundamental 


policy of the government. The government - 


first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 


opened up the 14 coastal cities and Hainan 


Island, actively enlarded the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms.” 


In 1984, the 14 coastal cities alone signed 

er 400 agreements on utilising direct 
Es investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
ofthe previous five years, and 2.5 times the 
total of loans. 









-|c This book explains how to do business $ 
| with China by taking advantage of these — 
| new - opportunities. It discusses the 
ds country’ s economic performance and po- 
Lee , the economic geography of the - 
. country, the political system, the role, © 
: volume and channels of doing foreign 
. business, the forms of doing business E 
|. and the legal, regulatory and tax environ- B 
. ment. 


I 1 also provides practical informatio, 
the: rdo’ 
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sations in Jakarta have inevitably 
turned to the prospect of the upcoming 
banking-code revision. Wishful think- 
ing aside, it seems that significant 
liberalisations for foreign banks will not 
ride in on the new law's coat-tails. The 
law, which Bank Indonesia (BI, the cen- 
tral bank) said should be through parlia- 
ment by year's end, is likely to be a dis- 
appointing update of current laws, 
aligning them to the existing situa- 


— tion. 


Moves to enliven the environment 
for foreign banks have been choked by 
the constant tussle between BI and the 


Ministry of Finance (MoF) over who 


knows best. 

The wildest dream harboured 
among the dozens of bank representa- 
tives in Jakarta was of new licences for 
foreign-bank branches, numbering only 
11 at present. However, Indonesia 
seems to have lost interest in opening up 
its banking’ system, having seen -the 
tribulations of. Canberra in its recent 
new-licence exercise. 

At least 10 new licences would have 
to be offered: banks from Singapore, 
France, South Korea, Malaysia and 
Australia would top the list while West 
Germany, the Netherlands, Canada, 


.|. the US and Japan would certainly exert 


heavy pressure. This is far more than 
BI and the MoF could handle at one 
time. 

In any case, the government sees no 
need for more banks. Most of the exist- 
ing 11 sharply trimmed their activities 
last year. One Western banker adds that 
the unexplained December sacking of 
the three senior officers of the local 
Bank of America brancli, followed by 
disclosure of multi-million dollar losses 
in the bank's travellers-cheque depart- 
ment due to a massive kiting scheme, 
and unreported irregularities involving 
other foreign-bank branches, have cast 
a shadow over the 11. 

The government could allow them to 
open branches outside Jakarta, 
Medan and 
Surabaya. This is supported by 
officials within the Ministry of 
Trade and Industry, who feel 
acutely the need to increase capi- 
tal flow to the provinces. 

Unfortunately BI dashed 
such hopes in January when its 
spokesman, Syahrisal, denied 
the idea was under considera- 
tion. Shroff understands other- 
wise. Teams from the MoF, BI 
and the private sector have dis- 
cussed the idea several times re- 
cently, with the lack of progress 
attributable to lethargy, not 
opposition. Until the new bank- 
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Bank Indonesia: tussle 


_ 


_A case of wishful thinking 


. * FOR nearly a year, bankers’ conver- 


ing law is put through parliament, they 
do not have the energy to take this 
on. 

e THE new law is likely to carry a long- 
needed increase in capital requirements 
for all banks. Although the foreign 
branches have already surpassed the 
new levels likely to be set, several local 
institutions will find themselves in dif- 
ficulties. 

This should not necessarily worry BI 
officials, who would be happy to see 
some consolidation among the roughly 
70 local banks. But this could well be 
counter-productive. Most probably, the 
weak banks outside Jakarta will fall into 
the hands of Jakarta groups, who will 
consolidate to strengthen their position 
in the capital. Services in the provinces 
would be reduced and the already-high 
cost of capital would increase. 

Whatever the case, speculation has 
driven up the market price for a bank li- 
cence. Early last year, a licence could 
change hands for US$4-5 million, de- 
pending on the bank’s assets. Just re- 
cently a small (assets barely US$6 mil- 
lion) Jakarta bank was sold to a group 
of investors for about US$9 million, 
despite a host of bad loans on its 
books. 

Getting capital ouside Jakarta is still 
a big concern. A proposed law submit- 
ted to several banks for comment early 
last year called for the loosening of re- 
strictions on foreign bank-lending out- 
side the city, now done through local 
banks which control loans while taking a 
minimal risk. The proposal gave the 
foreign banks more control, and re- 
quired a larger share of the risk for the 
“agent” bank. Since then, nothing has 
been heard from BI about it. 

In August, Bl offered the Ministry of 
Trade and Industry a concession: 
foreign banks would have access to its 
relatively cheap 9% _ export-finance 
credits. No one has seen the plan in ac- 
tion yet. Documentation requirements 
from BI and its trade-insurance arm, PT 
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Askrindo, are arduous, and after sev- 
eral months many banks say they are 
still no better off. 

On close examination, the rewards 
of the special facility are negligible. For 
exporters, the rate is helpful but the 
bank must pay 3% to get the money 
to lend to the exporter at 9%. This 
applies to only 70-85% of the goods’ 
value. 

After costs, banks estimate, they 
might be lucky to clear 1%. “It keeps 
our customers happy," said one market- 
ing officer. 
€ THE thinness of long-term fund 
availability still dogs the financial sec- 
tor. The need to adjust tax policies to 
encourage longer-term investment has 
long been argued. Currently only tim 
deposits are untaxed, and they weig 
heavily in the three- to six-month 
categories due to ever-present devalua- 
tion nerves. 

Now a senior member of the banking 
community, Yusuf Panglaykim, has 
come out in favour of taxing short-term 
deposits. Money will not flow out of the 
country, he insists, but instead into 
longer-term deposits, bonds (now 
taxed) and stock-exchange investments 
(also taxed). Panglaykim argues that 
the government should allow organisa- 
tions such as pension funds to place a 
small portion of their funds in untaxed, 
five-year floating-rate deposits with the 
private banks. With that, a tax should 
be assessed on short-term instruments. 
An undoubtedly good idea, but the cen- 
tral bank finds it too difficult to yield 
any funds to the private sector. 

BI recently sold its control of Bank 
Perkembangan Asia — BI had taken 
over the bank when it collapsed in Oga 
tober 1984, the first major bank failurc- 
in recent years (REVIEW, 22 Nov. '84). 
The family of noted economist Sumitro 
Djodjohadikusumo has taken over full 
control, but has not announced any 
moves other than the inclusion of two 
directors from the large Astra group. BI 
also recently took over about 
two-thirds control of the smallest 
foreign-exchange bank, Bank 
Pacific. 

Bank Pacific was the financial 
arm of the once-proud empire of 
Ibnu Sutowo, father of the near- 
disastrous debt crisis 10 years ago 
at the state oil monopoly, Per- 
tamina. Sooner or later BI will 
have to sell its control of Bank 
Pacific, after straightening out its 
massive problem loans. Pribumi 
(indigenous Indonesian) in- 
terests will be the likely reci- 
pients, and on top of the list is the 
steel and electronics group of 
Bakrie Brothers. 
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TRY A LITTLE HELP FROM A FRIEND 


elping you score a birdie is not what personal other products to be as compact, rational, port 


computers are ordinarily designed for. cost-efficient and responsive to your needs a 

At Epson, we think it should all be part of what possible. We make them technologit = advance 
a computer can do. endow them with the most sophisticated feat 
Like everybody else, we and capabilities, and at the same time desig! 


believe your personal com- 
puter should provide you nie 
with the utmost efficiency. 
But we also think it’s equally — +} 
important to make it — 
user-friendly and easy to operate. 

After all, what good is technical 
efficiency if you can't utilize it to 
your advantage? 

And that's why we design our 
personal computers, printers and 


to be handy to use and take around 

That way, you can depend on them even 

most unlikely situations. 

Bunkered? Try a little help fron 
Epson. It may be all you neec 









SEIKO EPSON CORPORATION Head 3-5, Owa 3-chome Suwa-s s! N iganc Japan T : | Te 435 EPSON ELECTRONICS (RNGAPORIS PT LTD 


# 02-19, World Trade Centre, Telok Bla ah Rd Singapore 0409 T l 3953t . EPSON ELECTRONICS TRADING LTD. 30/F, Fa 
Tel: 5-282555 Telex 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) 1-8F, K.Y. Wealthy Bldg JE 


Reachi ing new depth 


at 5 revolutions a minute... 


Meeting anti-friction needs, the huge bearings... and their individual components. . . 





n bearing w-— 





Imagine tunnelling machines so long that an 
Olympic sprinter would take 20 seconds to run the length 
of one. 

Crew-carrying, laser-directed giants some 
metres long that can bore out 50 metres of full face tunnel 
a day, 8 metres high. 

These are the kind of machines that are openin; 
coal seams several hundred metres beneath the surfa: 
some more than a kilometre underground. 

Few companies can create bearings that are tough 
and exact enough to support grinding forces of more than 
30 times the power of an average bulldozer. 

SKF has met the challenge, with massive tunneller 
bearings, both taper and cylindrical. 

At nearly two metres in diameter, they are lar; 
enough for our quality controllers to climb inside. And 
with masses of nearly 3.5 tonnes, outweigh each of them 
forty times over. 


Down to the micro-world of the bearing 








Our search for new answers takes us deep into the 
micro-universe of the bearing- where micro-changes ol 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80 

For this, high standards of metal-working precisi: 
are required — and ‘near-absolute’ accuracy has to be main 
tained from steel purity through computerised design 1 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life — an 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has giver 
us the expertise to create a virtually boundless programm 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers world wide of the exac 
bearing for every application. And ultimate reliabilit 

At SKF, we're constantly uncovering new depth 
bearing application. 


SKE The exact bearing. 








are precision-tested to 1/10,000 mm. 
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Get the Whole Picture... 





Panasonic’s FP-1520 plain paper copier can to-edge copying (up to 15 copies/minute), two-step 
reproduce all kinds of originals—even colour or enlargement, and three-step reduction, and you've 
black-and-white photographs—with startling clarity. got a clear picture of quality. 


Because our exclusive Magnefine process uses 
minute copying particles to capture even fine lines 
and halftones beautifully. Combine that with edge- 





FP-1520 





Give Whatever 


Just because you receive the whole picture 
doesn’t mean you have to pass it all on. Maybe there 
are some figures, pictures, or copy that are for your 
eyes only. With the optional E’S editing system 
deletions, transfers, and centering can be performed 
without cutting and pasting. 

First, Eee the bins. on the E?S and, using the 

-— fen, attached stylus, indicate 
NM - the areas to be deleted 
| E . orrepositioned. Next, 
EÉ--.— US take the original 
SARSARRSBASARARARARAR and align it in the 
same position on 
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E?S Editing System 


You Want. 


the FP-1520. Your copy will come out exactly as 
commanded. A second E’S board will enable you to 
transfer material from one document to another. 

Once again, Panasonic technology gives you 
more. What you give is up to you. 





Panasont C, 


Office Automation OA 





Panasonic, along with National, is a brandname of Matsushita Electric. 





i American Express Bank 
Private banki 
with global reach. 
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Pee with global commit- 
ments require a bank with glob- 
al resources, strength and know- 
how. American Express Bank is 
exceptionally cuglified to meet the 
special needs of international clients. 
A few specifics : 


One of the world’s largest bank- 


ing networks. American Express 
Bank has 82 offices in 39 countries. 
This global reach gives you prompt 
access to all key financial markets 
- a crucial advantage in today's 
fast-paced world. 


Worldwide investment opportuni- 
ties. Our private banking clients 
have access to the worldwide 


World beadquarters of American Express 
Bank Ltd. will soom move to its new bome in 
the 51-story American Express Tower, now 
nearing completion in New York City. 
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investment opportunities available 
through the American Express 
family of companies, offering many 
more ways to protect their assets 
and make them grow. 


Over 65 years of experience. For 
over 65 years, American Express 
Bank has meant HSER Bees posue 
in meeting the financial needs of 
clients around the world. Today, 
these services also in- 
clude American Express 
Bank Gold Card? priv- 
ileges, and our uidi 
sive, round-the-clock 
Premier Services?" for 
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the pagong and business travel 
needs of certain clients. 


Your individual Account Officer. 
As a valued client, your personal 
Account Officer will handle your 
financial affairs swiftly, accurately 
and with complete confidentiality. 


Private banking with global 
reach, by American Express Bank : 
the finest in traditional banking 
services plus the latest in proven 
banking technology, worldwide. For 
more details on how American 
Express Bank can help you reach 
your specific objectives, contact us 
today. In Hong Kong, telephone 
5-844 06 88; in Singapore, 225-6330. 


American Express Bank 


“a Exceptional service in private banking 


AME 


American Express Bank Ltd. 
An American Express company 
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sitions o of ihe: cur- 
‘though the official 
Hl will be good for 
t Asian newly indus- 
s And, as far as the US 
oncerned, the collapse in 
hardly have come at a bet- 






T | the past, decliiies in oil prices 
ha ve been accompanied by falls i in in- 












exporting. re compensated 
ay lower di ' arges. Thistime 
is.doubttu whe er interest rates will 
fall. Beryl Sprinkel, c. 
dent Reagan's Council of Economic 
Advisers commented: “I would love to 
see lower interest rates, but | don't see it 
in the cards.” 
“Ofthe Asian countries, Indonesia 
seems to be causing the most worry. 
With 60% of its export earnings and a 
‘similar percentage of government re- 
venue coming from oil, analysts esti- 
mate that a price drop of US$1 a barrel 
would translate into a US$300 million 
annualloss in government receipts, thus 
putting serious strain on Indonesia's 
balance-of-payments position. 
— During the past 18 months, In- 
donesia has obtained credit lines. of 
US$2.4 billion, led by Manufacturers 
.Hanover. These loans, sources say, 
were at rather favourable rates. Since 
the decline in oil prices. Indonesia has 
reportedly begun drawing down the 
moans. 
| Currently, Indonesia’s debt-service 
Tatio is estimated to be 22%. and its 
total foreign debt is put at US$35 bil- 
lion. According to Richard Bucyzinski 
of Wharton Econometrics, Indonesia 
will be paying US$5 billion in interest 
and principal repayment in 1986 and it 
will need US$16-17 billion over the next 
five years to service its medium- and 
‘long-term debts. 
` However, more than its current 
bilities, the bankers will be looking at 
JIndonesia's growing debt-service ratio 
‘and dwindling assets in terms of oil re- 
venue as they consider lending to In- 
donesia. The banks are believed to be 
reluctant about commiting new loans to 
Jakarta and if they do so they would cer- 
tainly like to cover themselves on in- 
terest payments at least. 
. Compared to Indonesia. Malaysia is. 
seen by the US as being less problemat- 
l. Its foreign debt is only US$15-16 

lion and debt-service ratio is 895. Un- 

I esta, Malaysia s exports are 
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heavily depen ent on 1 apan.. | 

The threat to the banks comes not 
only from indebted oil exporters such as 
Mexico, Venezuela, Nigeria and In- 
donesia. Regional US banks with exten- 
sive energy portfolios are exposed, and 
so are some larger banks which made 
big loans to domestic oil companies to 
finance mergers and fight off takeover 
bids. There is worry that if prices drop 
to around US$15 a barrel, some of the 
larger US banks may fail. Until 1981-82, 
many banks made loans in the belief 
that the price of oil — then US$35 a bar- 
rel — could only go up. 

Meanwhile, some analysts say that if 
dipping oil prices spur Japanese growth 
it might not only promote domestic de- 
mand, and, perhaps, slacken Japan's 
export drive, it could also act as a brake 


on Japanese capital flow. to. the US. 


| Such a development would help to 


weaken the American dollar and in- 
crease the compel vents of US pro- 


. ducts. 


W hile stressing the overall positive 
effect, analysts acknowledge that 
the secondary effect of falling oil prices 
could be negative for some countries 
such as South Korea which has had a lot 
of contracts in the Middle East. Besides 
export of e gies export of labour 
to the Middle 
substantial revenue to South Korea, the 
Philippines, India and Pakistan — could 
also be affected. 

India imports a third of its oil and a 
drop in the price — unless the import is 
based on long-term contract — could 
bring some relief to the country. But 
that gain could be offset by a fall in re- 
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mittances (estimated to be US$2.5 bil- | 


lion) from Indians working in the Mid- 
dle East as a result of àn economic 
| downturn i in there. "In the end, India's 
current-account. deficit co Id still re- 
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rel ert in oil il prices s reduces thi 
import bill by USS18 million a 
could cut USS6.5 hil 
from the US trade de- 
ficit, which reached ater 
cord US$148.5 billion 
last year. According tà. 
the estimates of a re- | 
search organisation, 
Data Resources, a. per. 
manent cut in crude-oil- 
prices to US$20 a barre 
would add two percent- 
age points to US GNP 
growth and — create- 
900,000 new jobs 
It has been sug 
that to protect the 
and natural-gas industry and e 
banks, the government should ir 
an oil-import tax above a floor 
Although some administration offi 
have said that they were not closing | 
door to possible imposition of an oil-ir 
port tax to finance Reagan's tax-rev 
sion plan, senior officials includi 
retary of State George Shultz 
Energy Secretary John Herring 
opposed to interfering with the m 
and keeping the US price higher 
the world price. Shultz said that it wi 
have all sorts of repercussions on it 
tries dependent. on oil and that t 
was a "very big : downside to any 
that kind.” 
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Wen deficit, DN a of : 
cials: told the REVIEW that to impo 
tax would violate international 
ments. At a meeting : of the Int : 
Energy Agency in Paris in July | 98s 
US signed with other me embers ; ac 
munique pledging tc | 
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A blunt tin opener 


Malaysia urged to pull out of the International Tin Council 


By Nick Seaward in Kuala Lumpur 


he reopening of the Kuala Lumpur 

Tin Market (KLTM) on 3 February 
may have given Malaysia's tin miners a 
much-needed reference price for their 
metal. But it has done little else to al- 
leviate the crisis that has gripped the 
mining industry since the suspension of 
the international market on 24 October. 

And while the reopening of the ex- 
change has conveniently bypassed the 
current squabble between the 22- 
member countries of the International 
Tin Council (ITC) over responsibility 
for its estimated £352 million (US$503 
million) of debts, it still leaves two Ma- 
laysian banks — Bank Bumiputra and 
Malayan Banking — reportedly owed a 
total of £145 million advanced to fi- 
nance the ITC buffer stock. 

Despite these banks' heavy exposure 
to the ITC, influential voices in Malay- 
sia's tin industry are now openly discus- 
sing the possibility of the country disas- 
sociating itself from the current interna- 
tional attempts to resuscitate the ITC 
and going it alone with a domestic price- 
support programme. If this idea gains 
momentum it will be quite a wrench for 
Malaysia, which used to produce an 
estimated 35% of the tin mined by ITC 
member countries. 

The latest issue of Malaysian Tin, 
published by the Tin Industry (Re- 
search and Development) Board, car- 
ries an article recommending that Ma- 
laysia walk away from its ITC obliga- 
tions. The article also said that it would 
be cheaper not to participate in joint ef- 
forts by Standard Chartered Bank and 
Gerald Metals to establish a new limited- 
liability company (tentatively dubbed 
Newco) to take over the ITC's buffer 
stock of some 85,000 tonnes. Malaysia's 


AGRICULTURE 
China's milk road 


expected contribution to Newco's £270 
million proposed equity would be 
around £40 million, rising to £68 million 
if a Dutch manoeuvre to restrict the 
consumer countries' total contribution 
to £30 million is successful. 

Instead, the article suggests that one 
of two options could be adopted: having 
made no effort to save the International 
Tin Agreement from collapse, Malay- 
sia could then either do nothing to 
alleviate the financial pressure on the 
country's 23,500 tin miners, or embark 
on a scheme of domestic price-support 
until such time as market demand for tin 
had recovered. 

If the first option is exercised, the ar- 
ticle warns that production could fall to 
10,000 tonnes a year from the pre-crisis 
level of around 40,000 tonnes and 
foreign-exchange earnings would plum- 


Malaysian tin dredger: 


Campaigns to improve diet and health favour dairy products 


By Elizabeth Cheng in Hongkong 


hile the rest of the world is consum- 
ing less (cow's) milk, China's con- 
sumption is on the rise. This was re- 
flected in a 13% increase in China's milk 
production to 4.4 million tonnes in 1984, 
according to a recently released report, 
The World Market for Dairy Products, 
1985, put out by the General Agree- 
ment on Tariffs and Trade. 
China starts off from a relatively low 
consumption base. So, given the popu- 
lation's growing taste for milk — aided 
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perhaps by official campaigns to im- 
prove dietary habits and health — the 
market in China is likely to continue 
growing. In high-income countries, by 
contrast, supply is running ahead of de- 
mand. 

A much bigger milk producer than 
China is India, at 14.2 million tonnes. 
Consumption is rising there too, albeit 
modestly, as reflected in a 1% rise in 
1984 on the previous year. Assuming 
that good weather conditions continue, 
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Ilion (US$485.8 mil- 
lion) in 1984 to around M$190 million. 
If, however, the Malaysian Govern- 
ment were to buy up Malaysian tin pro- 
duction for about a year at prices 
roughly equivalent to break-even, min- 
ers could hold out until an expected re- 
covery in the world price took place. 
Malaysian Tin expects fat the price 
could reach M$20 a kg gf higher by the 
second year, up from M317-18 now, 


p 


O ne potential problem with this plan 
is that estimates of production costs 
of tin vary widely from area to area and 
also according to the method of mining 
used. Accounting for 60% of Malaysian 
tin output, gravel-pump operations 
using high-pressure hoses are estimated 
to have production costs of from 
M$21-26 a kg, and dredging opera- 
tions are thought to cost from M$15- 
20 a kg. The more conventional under- 
ground mine in Malaysia is reckoned 
to incur production costs of M$30 a 
kg. 
At the close of trading on the KL 

on 6 February, the price was M$17.20 a 
kg and falling towards the M$17 a kg 
grey-market price at which the metal 





milk output in both China and India i 
likely to increase further, says Gatt. 
But world production and prices o 
milk and most dairy products are in gen 
eral suffering a slump as demand slows 
particularly in the developed countries 
This downtrend is expected to continu: 
through 1986, in tandem with an expect 
ed slowdown in the economies of Nort] 
America, Japan and certain developin; 
economies in Southeast Asia, 
Consumer preference for low-fa 
milk has eaten into the demand fo 
whole milk, particularly in high-incom: 
countries where health fads (plus a hos 
of rival beverages) vie for a marke 
share. Domestic demand for milk-base: 
beverages in Japan, for example, ha 
risen sharply — in contrast to the de 
mand for whole milk. Japan produce 
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had been trading before the reopening 
of the KLTM. os" 

Just how many mines can remain in 
operation at current rates of return is 


guesswork but óf the 480 mining com- - 


panies believed to ‘be in operation be- 
fore the onset of HY REISS Primary In- 
dustries Minister Datuk Paul Leong es- 
timates that orWy 22 would remain via- 
dle if the price wWere'to fall below M$14a 
kg and 17,000 jobs wOuld be lost — prin- 
zipally among the, gravel-pump mines of 
Perak and Selangor. Latest statistics re- 
veal that. 4775 ‘of the mines in. Perak 
1ave already stopped operating and a 
'ecently published analysis of five major 
uoted mining companies indicated that 
ina would become loss-makers at a 
rice of M$ISakg. | 

While this is a sefious threat to a 
raditional mainstay of the Malaysian 
'conomy, the permánent closure of in- 
'fficient mines would. not be a body- 
low. Since 1970, tin has declined in im- 

rtance from accounting for 20% of 
d exports to less than 4% in 1984 and 

contribution to gross domestic pro- 
luct in 1983 was less than 5%. It would 
iso be in keéping with the new “lean 
ind mean" role envisaged for Malaysian 
ndustry by the recently published In- 
lustrial Master Plan for the tin industry 
o realign itself on a more realistic price 
if below M$20 a kg (instead of the ITC's 
ast supported price of M$29.50) and to 
ompete directly on the world markets 
ither through Malaysia's two smelting 
ompanies, or the proposed new export 
ompany, Tinex Corp. 

Tinex is the brainchild of the All- 
falaya Chinese Mining Association — 
ne of two main industry associations — 
nd is intended to compete with the two 
n-smelting companies in Malaysia 
hich have started to sell directly to con- 
imers. The main aim is to reduce the 
liners’ dependence on the smelters to 
lift their stockpiles, but with the miners’ 
Jure to stick to their agreed minimum 
Bee pric of M$18.50 a kg before the 
LIM reopened, the smelters seem like- 






to retain the whip hand. "» 





38,000 tonnes of flavoured milk in 1984, 
p 9.2% over the year earlier, while its 
utput of fermented milk and acidified- 
ilk drinks rose to 330,000 tonnes com- 
ared with 312,000 tonnes in 1983. 
/hole-milk production, on the other 
ind, is expected to increase only 3% in 
, over 1984's 7.1 million tonnes. 
The number of dairy cows in Japan 
1s remained constant for several years 
id, under the government's produc- 
)n-restraint programme, this number 
unlikely to be increased. 
Elsewhere in the Asia-Pacific re- 
on, New Zealand's milk output de- 
ned by 6.5% to 7.3 million tonnes in 
e 1984-85 lactation season (ending 31 
ay) after a heady increase of 11.495 in 
€ previous season. The decline was 
amed on lower yields. Oo 
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Many pounds underweight 
Solving the long tin crisis will require yet more money 


By James Bartholomew in London 


A breakthrough has come in the negotiations to resolve the tin crisis — but 
the drama is not over yet, and the nature of the breakthrough has made 
London brokers and bankers more bitter than ever against the member gov- 
ernments of the ITC. 

The movement came when the British Government offered to put extra 
money into Newco, a proposed company which would swallow most of the 
losses made by the ITC. The British have offered an extra £25 million 
(US$35.3 million) if the other ITC member governments put up £100 million. 
Alternatively, the British have offered £50 million if the other ITC countries 
would go up to £120 million. So far the ITC countries have agreed to put up the 
smaller sum but not the larger. 

This leaves the capital on offer considerably short of the sum which was 
thought necessary by Peter Graham and Ralph Kestenbaum in their plan to 
solve the crisis (REVIEW, 23 Jan.). Under their Newco plan, the ITC members 
were to put up £200 million — while the brokers and bankers put up £70 mil- 
lion. But the latest offer from the ITC members, even with the extra £25 mil- 
lion boost from Britain, is still £75 million short of the target. 

The British concession has certainly made an agreed solution more like- 
ly. But it has also put into stronger light than before the unwillingness of 
the other ITC member countries to stand by the ITC's debts. Under ITC's 
members’ current proposals, they would still be putting up less than half of 
the money necessary to clear up the mess. Yet some close observers of the 
crisis in London believe that the ITC 
members bear full responsibility for the 
disaster. David Williamson of Shearson 
Lehman, a leading tin-market analyst, 
said: “You and I would go to prison if we 
had done what the governments have 
done." 

The concession by Britain, he said, 
was the result of “a game of international 
blackmail," The other countries knew 
that London as a financial centre would 
suffer if the crisis was not resolved, so 
they told the British: “You have got the 


the most." 

A source on the banking side of the 
negotiations said that research into what 
had happened to cause the crisis in the 
first place was “incredibly discreditable 
to the governments." He said it was more 
and more clear that the governments had 
instructed the ITC buffer stock to 
trade in the way it did — which is now known to have caused massive losses. 

Despite the British concession, the crisis is not yet over. The question re- 
mains of who will provide the missing £75 million. The ITC members are not 
going to be quick to up their offer of £100 million. They are suggesting that less 
money might be needed, that the banks and brokers might put up more money 
and that Britain should increase its contribution still further. 

Some of the brokers do not have any extra money to contribute; some are 
staving off bankruptcy. The banks, meanwhile, are ostentatiously wondering 
whether it might not be simpler, since the ITC members are offering less than 
half the money necessary anyway, to start suing (they would give up their right 
to sue if they agreed to a restructuring package). 

The negotiations are still being held in a somewhat chaotic fashion; often, 
the parties involved do not actually talk face-to-face. Even if the businessmen 
and bureaucrats do patch up ITC’s blunder, there will still be blood on the 
floor, both in London and in the tin-producing countries. Two London brok- 
ers have already announced 10 redundancies resulting from the loss of volume 
on the London Metal Exchange — and there may have been (and will be 
other) unannounced redundancies. Meanwhile, it has been estimated that 
tin’s price, once trading is resumed in full, will average only £5,000 a tonne (or 
M$17.50 a kg) over 1986-87. If so, many more tin miners around the world will 
also face layoffs. 
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This road can be very short if we all help. 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home. 

The United Nations High Commissioner 
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DID YOUR COMPANY 
MAKE THE ‘REVIEW 600? 


One of the best ways to measure thedynarnic quality 
of a publication is to examine the quantity and qual- 
ity of the advertising pages it carries’ Last'year, when 
many publications were struggling to mgintain ad- 
vertising volume, the Review carried "f ádvertis- 
ing than at any time in its 39-year histo. © 

More than 600 companies from every corner of the 
globe selected the Far Eastern Economic Review to 
promote their message representing every major 
category of industry including barking & finance, 
travel, high technology, constructiori'& engineering, 
liquor, office equipment, luxury prodticts and many, 
many more. Vat 


As the world's premier publicationicn Asian affairs, 
the Review delivers top decision makers in business, 
industry, government and the professions more cost 
effectively than any other publication in Asia. 


To reach the elite, join the elite by advertising inthe 
Far Eastern Economic Review and join the Review 


600. 


For a composite of every advertisement carried 
write, on your company letterhead, to: 


Ms. Elaine Goodwin 
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Far Eastern Economic Review Ltd. 
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for Refugees co-ordinates world-wide 
efforts to solve refugee problems, to give 
human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 
protection. 
Since 1951, UNHCR has helped some 
25 million refugees to begin a new life. 


United Nations High Commissioner for Refugees 
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Nipped in the bud 


Indonesia backs away from privatising a large plantation 


A surge of Yublic criticism has killed 
what looked like the advent of 
privatisation in thé government-domi- 
nated plantations sector. This was the 
proposed sale of 51% of Indonesia's 
largest oil-palm plantation. After criti- 
cism of the plan and the quiet way it was 
put together, President Suharto halted 
the deal and instead ordered banks to 
reschedule Rps 130 billion (US$115 mil- 
lion). in debt which would otherwise 
have been met through the sale. 

The principle of privatisation itself 
was never questioned, and businessmen 
hope that this incident may shake the 
i-o into seriously, and pub- 


By Paul ets dt Jakarta 
f 


cly, turning towards privatisation to 
essen the burden it is facing of plunging 
income from the critical oil sector. 

Early in November, a consortium of 
investors led by the Bakrie Brothers' 
steel and electronics group initialled a 
memorandum of understanding with 
the Agriculture Department to take a 
half share of the Tor Gamba plantation, 
straddling North Sumatra and Riau pro- 
vinces on Sumatra. In 1981-82, PTP IV, 
the state plantation company which 
runs Tor Gamba, borrowed more than 
Rps 90 billion from state-owned banks 
to finance the expansion of its oil-palm 
holdings to 46,000 ha by 1993. 

At the time, London quotes for 
crude palm oil (CPO) hovered around 
US$460 a tonne. After falling below 
US$400 in 1982, CPO prices shot up to a 
peak of US$970 a tonne in early 1985. 
But by late in the year, they had unex- 
pectedly plunged to the present low of 
US$270, cutting deeply into Tor 

amba’s revenue at a time it was still in- 
jlved in heavy capital outlays. 

News of the secretive buyout was 
broken by the daily newspaper Sinar 
Harapan late in January, and im- 
mediately set Agriculture Minister 
Achmad Affandi on the defensive. 
Sinar Harapan and other media pointed 
out that the government had been capa- 
ble of last year's Rps 360 billion equity 
purchase in the beleaguered privately 
owned Indocement conglomerate 
(REVIEW, 25 July '85). “Why then can't 

e government save a plantation it fully 
owns?” the newspapers asked. The plan 
also appeared to be a reversal of the po- 
licy to prod private investments into 
nucleus estate/smallholder (NES) pro- 
jects, a policy central to Suharto’s con- 
cepts of national development. 

Tor Gamba was inaugurated in July 
1983 by Suharto as the country’s most 
advanced oil-palm estate. At the time 
Suharto declared that private business 
would have opportunities to develop 
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palm-oil processing plants as their role 
in large estate development. However, 
Tor Gamba went ahead with its own 
processing plants, as well as the heavy 
infrastructure costs of roads and work- 
ers’ housing. Plantation assets, accord- 
ing to the Agriculture Ministry, now ex- 
ceed Rps 300 billion, with one palm-oil 
refinery working and two others nearly 
completed. 

Affandi reacted to the Sinar Hara- 
pan story by claiming the sale of 5195 to 
the then-unrevealed buyers for Rps 130 
billion was the only choice available to 
save the estate. The government was 
too cash-poor to inject new money into 
Tor Gamba, and the two state creditors, 
Bank Ekspor-Impor Indonesia and 
Bank Bumi Daya, were unwilling to re- 
schedule their loans, he said. He also 
denied knowing who the buyers were. 





The two banks: ordered to reschedule. 


Meanwhile, sources say, Affandi 
launched an investigation in his own de- 
partment to find out where the story was 
leaked from. | 

Three days later, the newsweekly 
Tempo revealed the list of buyers led by 
the Bakrie group. Local business obser- 
vers noted that several of Bakrie's 
partners in the deal were closely linked 
to Jakarta's politically well-connected 
business elite. 


que state banks privately denied re- 
fusing to rework the financing of Tor 
Gamba. The plantation was first fi- 
nanced over a 10-year period at 1695 in- 
terest, and the state banks could proba- 
bly both extend the period and cut the 
interest rate to something competitive 
with the lower current rates the Bakrie 
group would enjoy. Analysts saw the 
plantation as profitable in the long run, 


PHOTOS WENDY FORDYCE 





only facing a temporary cash-flow hur- 
dle. 

After two weeks of defending the 
equity sale, Affandi left a special meet- 
ing with Suharto and announced that 
the deal was off: Tor Gamba’s creditors 


would lengthen the loan-payback 
period to 13 years and cut interest rates 


to 12%. “Praise be to God.” Affandi - 


exclaimed over the solution. 

While the closed-door arrangement 
for Tor Gamba drew public criticism, 
businessmen were more favourably dis- 
posed. Well-known business leaders 


such as Mohammad Sadli and Sukam- 


dani Gitosarjono advocated privatisa- 
tion as one way around the govern- 
ment’s current budget crisis, which 
stems from the plunge in oil prices and 
accompanying slump in tax reyenudés. 


Although the state plantation sector is ` 


on the whole profitable, a number of the 
estates have lost heavily due to poor 
management and planning, and de- 
clines in certain commodity prices. Calls 
were made to list Tor Gamba on the 
Jakarta stockmarket to avoid sales of 
state assets to preferred buyers. 

At least two groups trying to work 
out private NES investments saw the 
Tor Gamba equity sale as a 
possible change in policy. 
The NES plan requires in- 
vestors to establish a plant- 
ation in which 80% of the 
land will belong to smallhold- 
ers and 20% to the develop- 
er. Considering the social 
benefits of rural infrastruc- 
ture development and em- 
ployment, NES is felt to have 
long-term benefits for the 
country, and as such the 
World Bank has financed 
seven NES projects in con- 
junction with state plant- 
ations. 

But at this land-ownership 
ratio NES is considered un- 
profitable from a strictly 
commercial point of view, 
sector analysts say, and pri- 
vate investors have baulked. Aside 
from Suharto, few in the government 


support the present programme, senior 


government officials say privately. 

To get private NES investments 
moving, Suharto prevailed upon Wil- 
liam Suryadjaya, head of the Astra car 
conglomerate and longtime personal 
friend, to commit himself to the con- 
cept. Yet after two years, the Astra plan 
is still far from being worked out, and 
sources close to the company say they 
are hoping for concessions on the NES 
ratio and infrastructure finance before 
going ahead. 

The other group still attempting to 
bring about an NES project is led by the 
World Bank’s International Finance 
Corp. (IFC) and Britain’s Common- 
wealth Development Corp. (CDC). 
The IFC/CDC plan is not bound to the 
80:20 split, due to timing. LR | 
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By Philip Bowring in Hongkong 
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l S: much poor publicity has recently 
‘wa attended the affairs of a handful of 
Hongkong’s smaller banks that obser- 
vers have. been left wondering how 
people in the territory are suffi- 
brave, foolhardy or ignorant to 
heir money with some of these in- 
ions. In ‘the present climate, 
rly none of the problem banks can 
| on normal interbank support, 
ch, as Richard Farrant, the adviser 
the banking commissioner, recently 
erved, is "by far the least stable form 
of finance available to banks." As a re- 
“suit, the burden of risk appears to be fall- 
ng mainly on the smaller depositors 
ind the government itself plus, possi- 
bly, the Bank of China (BoC). 
- Under circumstances of pronounced 
‘scepticism about the well-being of some 
“banks, there is growing suspicion in 
banking circles that the government is 
providing so-called liquidity support to 
more than one bank. Already it has 
^ been reported. and not denied, that 
“money from the government's Ex- 
"change Fund (which holds fiscal 
‘surpluses and the forcign-currency 
backing for currency issues) has been 
used to prop up Ka Wah Bank. Now 
there are suggestions that others have 
milarly benefited from official support 
- channelled through other banks. | 

= Some argue that Financial. Secretary 
Sir John Bremridge may be acting ultra 
“vires in so doing. According to the Ex- 
‘change Fund Ordinance, the fund is 
only supposed to be used for purposes 
iffecting, either directly or indirectly, . 
e exchange value of the Hongkong. 
rency.” It might be hard to argue 
at the currency, which is stable against 
US-dollar peg despite interest rates 
being well below those in US dollars, 
would be endangered by the withdrawal 
of support from distressed banks. 
There is a growing body of opinion 
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Hongkong Gover nment gives comin to owners of ailing banks 
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that the p government’ s current stance is 
more aimed at saving its own face — 
having several times pronounced banks 
"sound" only to find out later that much 
of the money had been lost on loans to 
friends and rel ves of he Qwriers SE 
_on saving the of prop 
fitness to ru 
tion. The logi 
ernment admits that several banks are 
not viable at escuers are hard to 

















find. The g nt could then ac- 
quire them. m up and eventual- 
ly put the k on the market, 
perhaps à tegrated group. Or it 


should mov w and close them 
down, providing immediate repayment 
of demand and savings deposits and par- 
tial assured liquidity for large and long- 
term depositors. 


| n fact the government has been advis- 
ed to. consider such a move. Farrant 
recently admitted. that some "failures" 

were "outside" the government's care. 

He added: “The viability of. hanging on 
to these convalescent institutions in the 
hope of a miracle cure has become in- 
creasingly tenuous.” He suggested that 
withdrawal of a banking licence could 
provide for a more ordered form of 
liquidation than waiting for.a situation 
to become totally hopeless. 

Farrant has since been shot down by 
Bremridge who said that “revoking the 
licence of a bank is not the. best way of 
helping depositors or maintaining the 
integrity of the system.” Bremridge, on 
the other hand, seems to have no policy 
other than to leave licences in the hands 


of persons whose right to hold them _ 


ought to be in doubt, while using gov- 
ernment funds, or the implied promise 
of them, to keep institutions in business. 
Said a banker from an untroubled bank: 
"It's a policy of hear no evil, see no evil, 
speak no evil: the public purse can al- 
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if | parently Dn largely wiped out. Two: 
months after one tesctieqitan collapsed, ^ 


vestment Co. (C itic) will ; go throug 


- These are understood to relate to Ing 


group, which is linked to Indonesia- 
‘| Liem group, has been reported to be i 


Profits helped by US dollar weakering and rise in gold prices 
Result for second half will depend on movements in nickel - 
gold and aluminium prices, and on currency-exchange rates. H 


Effective marketing and efficiency improvement programmes: 
strengthened market leadership and prospects for consistente 
| profit growth good. Cash bonus: 20¢/share. 


| Profits boosted . y principal subsidiary Hibernia B k 
d success s and significant gains from securities transactions. 


the market awaits confiffnation that a 
new rescue annoünceddfre nuary 
by the China International. 
Meanwhile, Ka. Wah is embroiled in, 
an unseemly public battle; with the new- 
management of International Housing 


Development, a. quoted property com- 







any formerh indirectly linked to Ka’ 

Jah. And while, keeping shareholders 
and depositors int the.dark about its con- 
dition, Ka Wah is Bich tc to throw libel 


É 


writs in various die | 


offer to expand: its. own Sharchelding 
beyond 25%. In ge the name 
MBF Holdings, parent. of Malaysia's 
largest independent, finance company 
has been mentioned as a possible suitor. 
But Kuala Lumpur sources query whe- 
ther MBF currently has the resources to 
take on a Hongkong bank, even if it 
wanted to. 

At least the Chius are in charge at 
Far East. Over at Union Bank several 
directors have been quietly slipping 
away from the fold, while managing di- 
rector and major shareholder Oen Yin- 
choy has been “overseas.” Union had: 
the misfortune to have its accounts for 
the year to end-1984 qualified by its au~ 
ditors in respect of loans totalling: 
HK$264 million (US$33.8 million). 







nesian borrowers. The First Pac 








m 





terested in acquiring Union. But 
one who wants to buy a bank in. 

kong these days can afford to be choosy. 
And to wait. i | 
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India revises oil-exploration terms to attract foreign contractors 






NOD 2115 


latest attempt to attract them. When the 
first round’ óf bids Was called in 1980, 
there was alone áctéptable tender from 
Chevron of the US; for the Saurashtra-2 
block. But Chevron abandoned it after 
three years; because exploratory drill- 
ing did not indicate’the presence of any 
hydrocarbons. Inthe second round, in 
1982, India drew à Blank. 

Now, on the basis of advice by Peat 

Guinness, a British consultancy firm 
hich studied the' terms offered by 
her countriés (China and Indonesia 
notably), Indià has opted for a flexible 
approach in offeririg 27 offshore blocks 
for exploration. ^'' : 

One of them is in Saurashtra, eight in 
Konkan-Kerala, five in Cauvery, two in 
Palar, seven in Krishna-Godavari and 
four in the Mahanadi Basin. This offer is 
meant to supplement the efforts of the 
two state-owned exploration agencies: 
the Oil and Natural Gas Commission 
(ONGC) and Oil India Ltd (OIL). : 

A significant departure from past 
terms concerns the concept of produc- 
tion sharing. Where a commercial dis- 

- covery is made, ONGC or OIL will have 
the right to participation to the extent of 
40% in the development and produc- 
tion of oil. This share was 50% in the 
past. Secondly, the new package 
guarantees a 20% return to the contrac- 
tor. When it exceeds 20%, the govern- 
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Indian production rig: new concessions. 


ment's share will go up by 10% of the 
contractor's profits. When it exceeds 
30% , the contractor will have to part 
with 90% of its profits. 

The rationale of the graded sharing 
of profits, also a departure from the 
past, is that the government should 
benefit from increased profits if world 
oil prices rise. The contractor is re- 
quired to sell the entire output (cost oil 
as well as profit oil) to the government 
at a fair valuation until India becomes 
self-sufficient. The valuation will be 
based on spot market prices. 

An earlier provision which required 
a bank guarantee for the entire commit- 
ment has been diluted to one for an 
amount equal to the annual work pro- 
gramme. 

Companies will be exempted from 





Taiwan 


DO austata 
A eec: 


70 —S. Korea > 


Hongkon 
n fe) 


S N D 
(end month) 


F 
(weekly values) 
1985 1986 











. e 

the surtax at the production stage, 
though they will have to pay corporate- 
profits tax at the rate of 5095. And, the 
earlier provision requiring payment of a 
signature amount (at the signing of a 
contract), production bonus and royalty 
has been withdrawn. The ONGC or 
OIL will pick up the royalty liability. 
The companies are free to repatriate 
their profits. 

But most attractive about the new 
package is the seismic option. The ex- 
ploration period will be divided into two 
phases: the seismic stage and the drilling 
phase (which in turn is divided into two 
sub-phases). Normally, the company 


can terminate the contract at the end of 


a phase or a sub-phase. The company 
will have to indicate the work program- 
me for each block, indicate firm com- 
mitments and optional commitments 
and specify the duration of each phase 
and sub-phase. 

A company can pull out of a block if 
the findings of the seismic survey are not 
encouraging. There was no such option 
in the past, and the company was re- 
quired to make a firm commitment on 
minimum drilling and expenditure 
which meant an uncertain investment of 
up to US$30 million. However. under 
the new package, seismic surveys will 
have to be completed within two years 
and the drilling phase in six years. The 
entire contract would be for 25 vears 
with the possibility of a five-year exten- 
sion. 

India’s new approach thus covers 
substantive as well as procedural issues. 
Since negotiations are to be carried out 
with each bidder individually, the terms 
and conditions will be flexible. Detailed 
presentations of the geological data and 


financial terms will be made on behalf of 


the government in March and April in 
New Delhi, Singapore, London and 
Houston. 





EFFECTIVE EXCHANGE RATES 
S x wn plus the US and Canada and 14 European countries. Figures are for the week ended 8 Feb. _ 
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A. technical recovery on 4 Feb. 


most from this rally, which ta- 
er, over the next two days in 
e trading, p of the Lunar New x 








riod at 1 .719.67, still 17 points up on the 
vi us period. Volume hort around a thin 












is expected to regainits dynamism when mayer 
zd return from their holidays. 











ssive peaks, closing at 13,186.61 on 6 Feb., as 

ing oil prices encouraged investors to take a 
hter view of the outlook for the economy. 
ur nover: was above:the level of recent weeks, 
veraging 459.6 million shares. during the three- 
lay period. Prices of shares related to public 
pending fell off marginally at the start of the 
eriod but lower-priced issues and shares of com- 
nies likely to benefit directly from reduced oil 
prices climbed strongly. 


SOUL: The market had a mixed, shortened 
‘riod, with profit-taking losses concentrated in 
Xlue-chip car and electronics stocks, driving prices 
own in the first two days and barely recouping 
und lost in the last. The composite index ended 
64.04, up 0:61 of a point from the previous 
d. Volumes rose, however, reflecting the 
ging moods of the investors, rising 4.49 mil- 
.Shares to 37.49 million: Analysts view the 
od as upbeat, with the sliding price of oil, and 
ble overseas convertible-bond issues, swell- 
investors’ spirits. Among the current favour- 
or the latter are Goldstar and Daewoo Heavy 
stries. 














d D Robert Holmes a Court’ s on 
al bid for market leader Broken Hill 

v Co. (BHP). However, weak com- 
| rices and second thoughts about condi- 
hedging the BHP bid saw the biggest fall in 
ee months the following day when the All-Or- 
es plunged 15 points. An upwards adjust- 
















Feb. brought the loss over the period to 
ints with the index at 1,066.9. Star per- 

was Rupert Murdoch's News Corp. which 
A$1.40 (US$TYover the period to A 12.50as 
ock was re-rated following his apparently 
sful opening of a new plant in London. The 

ustríals index again was the strength of the 
e i: 9.2 points. higher at 1,618.3. 





























The market firmed every day 
g px perio with particular interest in lead- 
toeks. Interest i in Secon line stocks. remains 
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130 million (US$19 million) a day. The mar- 


'he Dow Jones Average hit three i suc- ` 


RADING i in the kedy period to 6 Feb. was affected bs preparations for the 
‘ear festivities in Hongkong and a ie with! of other ders iui 
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list here opal Feb. which houidi increase trading 
volumes. the back of this activity, the market 
finished 












Frases ‘industrial Index featured 
- Singapore Airlines (SIA) — re- 
iow-liquidated Pan-Electric Indus- 
fits component stocks. As a result, 

ie full effects of the pre-Lunar New 
"un, which was led by blue chips 
cular. The airline stock rose to a 

US$2.80) during mid-period on 
ctations of improved results stem- 
ming from the oil price cuts, but profit-taking cut 
the share back to $$5.65 at the finish. The index 

ended the period 26,14 points up at 3,513.12 and 


daily volume averaged 8.5 million shares. 


KUALA LUMPUR: Brokers noted that it was the | 


first time in many years that the stock exchange 
and its cousin in Singapore have shown such mark- 
edly divergent trends. While Singapore put on 
26.14 points during the period to 6 Feb., the local 
med closed 12.45 points down to finish at 

2,310.74. An appeal to investors by the new ex- 
change chairman, Nik Din, not to sell shares indis- 
criminately may have stopped the market from 
declining further. Airline stock Malaysian Airline 
System put on 12 M cents (5 US cents) before 
dropping back to finish 4 M cents up on the 
period. Volume was down, with a daily average of 
4.93 million shares traded. | 


MANILA: Only 10 issues were active in the two 
trading days that preceded the 7 Feb. snap presi- 
dential and vice-presidential elections. Most of 
the traded shares ended with slight losses. Aver- 
age daily turnover further fell to only P2.1 million 
(US$110,526). One transaction on 4 Feb. on San 
Miguel B amounted to P2.08 million. Most mines 
suffered losses, pushing the mining index down by 
2.74 points to 751.60. The commercial- industrial 
index gained 1.19 to 168.39 while the oil indicator 
fell 0.028 to. 0.802. 


BANGKOK: The market fell further in three days 
of lacklustre trading. Traders continued to unload 
their holdings ahead of the Chinese New Year 
holidays. The Book Club Index posted a loss of 
1.7 points to close at 122.95. Declining issues 
edged out advancing ones by an overwhelming 27 
to three, with the remaining 66 unchanged. Vol- 
ume amounted to 324,350 shares valued at some 
Baht 42.87 million (US$1.6 million). 


TAIPEI: Heavy pre-Chinese New Year trading (as 
is customary) pushed the weighted-price index to 
its highest point in.almost 16 months. The index 
rose to.897.96 in just two days of trading, an in- 
crease óf.12.82 points from the previous close. 
The market closed for à one-week break after 


fared best, rising 3.9 
Average daily transac 
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trading ended on 5 Feb. Textiles shares as a group. 
ts C. 4% ) to 165. 23, 
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` Yearbook does more than cover these events — it com- 
_ piles, analyses and interprets them. No businessman 
. can afford to ignore them. Nor can any professional or 
- scholar or anyone who has dealings with Asia. Decide 


. economic, social and political realities of Asia at your 
: fingertips as does the Asia Yearbook. 


- Now In Its 97th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
jho needs to know about Asia must have on the book- 


The Asia 1986 Yearbook includes two new chapters — 


< involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
isian Finance, Asian Investment, Commodities, 


Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 

As in the past, the Asia 1986 Yearbook has an abun- 
dance. of charts, tables and graphics to illustrate the 
n aterial, Lineueing a full Dun profile of each regional 


rhe: main: body of the book contains aia tele on 31 
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: Asia i is 3 home to more than half of mankind. Every. day, T 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 - 


- for yourself whether any other single medium puts the j 


- covering ahistoric year in South Asia, and analysing US 


Energy, Aviation, Shipping, Fishing, Trade & Aid, the. 





country chapter has à Databox giving. ‘essential vital 
statistics. And there is also a statistical round-up .com- 


piled against a master questionnaire provided by Year: 






book experts. 


-How We Did it- 
Published by the Far Eastern Economic Review, the 


Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the-Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/9$58.50/M$67 


For airmail delivery, please add: 
HK$55/US$7/£5/8$15/M$17.50 per copy. 


a RUE CE OU MM E 
To: Publications Division, A FurEasternEconomic B 
Far Easter Economic Review, 
G.P.O. Box 160, 

Hongkong 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/U8$23.95/£20/5$49. 50/M$56.50 each 
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Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US827. 95/£23. 75/9858. 50/M$67 gach 
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Ta 6,000-ft-plus hills around Nuwara 
Eliya are the geological backbone of 
Sri Lanka. And the crop that covers 
them is the nation’s economic backbone 
— tea. 

Tea is of such overriding importance 
to Sri-Lanka that it was no surprise there 
was an outcry here recently when Tamil 
separatists claimed they planned to 
poison export shipments with potassium 
cyanide. 

While local newspapers fulminated 
— to the Sun it was a “diabolic threat” 
to the “unsuspecting innocent house- 
wives of the world” Plantations 
Minister Montague Jayewickreme is- 
sued an official denial of the claim. 

“There is no truth whatsoever [in re- 
ports] of any debased tea exports," he 
said, expressing "deep regret" that the 
separatists were attempting to discredit 
their own country. At the same time, 
however, he assured the local press that 
future shipments would be carefully 
checked. “Sri Lanka will continue to ex- 
port its well-known quality tea," he 
added. 

At the next Colombo tea auction, 
prices for the 4.8 million kg of tea on 
Offer were lower by Rs 1.50 (0.5 US 
cent)/kg than in the previous auction, 
but this was attributed to the larger 
quantity and poorer quality of tea on 
offer rather than to the poisoning 
threat. And within days the issue had 
died as a headline story. 

No sooner had the poisoning scare 
died down, however, than 
the tea industry was back in 
the headlines. This time the 
issue was a series of prayer 
and meditation meetings 
planned by the Ceylon 
Workers Congress (CWC), a 
major plantation workers’ 
union, to pray for peace in 
the country and an end to 
the problem of stateless- 
ness (REVIEW, 6 Feb.). | 

The pray --meetings 
controversy points up a 
central irony in the al- 
leged separatist threat 
to tea exports, and in- 
deed an irony in 
the whole separatist § 
campaign. For the 
Tamils of the north- 
ern area of Jaffna are by 
no means the only Tamils 
in Sri Lanka. Many of the 
Jaffna Tamils themselves 
have migrated to other parts 
of the island, where many 
are successful businessmen 
and, particularly, profes- 
sionals. 

Besides these, there are 
the thousands of Indian 
Tamils, brought to Sri 
Lanka from the south- 
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Plucking tea: economic backbone. 





ern Indian state of Tamil 
Nadu a generation or more 
ago. 

Neither of these groups 
have much in common with 
the separatists, who want to 
base their independent state 
of Tamil Eelam in the north 
and east of the country. And 
there is a curious dichotomy 
in their attitudes towards the 
"Eelamists." Although they 
feel a certain emotional sym- 
pathy for them, much as, say, a Roman 
Catholic in England might feel some 
sympathy for the Republicans in North- 
ern Ireland, very few appear to agree 
with their methods — or even with their 
aims. 


private smallholder tea-planter, 

himself a Tamil whose plantation is 
on the outskirts of the southern city of 
Galle, said: “Although they are of the 
same race as the Jaffna Tamils and most 
are of the same religion — Hindu — 
they have nothing in common. Their 
homes are in central or southern Sri 
Lanka. They were born here, it is all 
they know. And the longer the Eelamist 
campaign goes on, the more their 
sympathy decreases. Any ill-feeling 
against the Jaffna Tamils rebounds on 
the Indian Tamils also, and they resent 
this." 

The planter, whose own tea- 
garden is non-unionised, was fierce- 
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ly critical of the CWC, 


which. is Tamil-domi- 
nated. 
“They are simply 


stirring upftrouble, par- 
ticularly on the govern- 
ment-owned planta- 
tions," he said. He also 
accused various Tamil 
groups of encouraging 
Indian Tamils to return 


to India, to create 
a labour shortage on 
the plantations — even though 


“they have lost all their links with 
India; back there they have no homes, 


no jobs and no prospects, while 
here there is a future for all of 
them." 

He admitted that  statelessness 


among the Indian Tamils — many of 
whom have lost their Indian citizenshi 
but have not been granted Sri Lan 
citizenship — is a major problem. But, 
he added: “This can be solved if the 
trouble is ended." 

Similar sentiments were voiced by a 
Colombo businessman who is in the un- 
usual position of having a foot in both 
camps. He is Sinhalese, a relative of 
Sirimavo Bandaranaike, the former 
prime minister. But his wife is from 
a prominent Tamil family; her father 
and uncles were leaders of Tamil 
opinion and her brother is a well- 
known spokesman for moderate Tamils 
today. 

“If Tamil Eelam ever comes into 
being, what will it amount to?" he 
asked. "Nothing! There is nothing up 
there, and I can assure you that the 
Tamils who are here in Colombo 
would not go rushing back to, the 
Tamil homeland. Why should they 
when their homes, their businesses 
and many of their friends are in t 
capital?" 

Even the possibility of more anti- 
Tamil violence erupting is not a major 
deterrent, he claimed. Indeed, he ar- 
gued that the bloodletting of 1983 had 
had a cathartic effect. “The Sinhalese 
were so horrified by what had been 
done in their name,” he said, “that it has 
made many of them realise that they 
must be Sri Lankans first and Sin- 
halese second. Many Sinhalese who 
were previously indifferent are now 
making a genuine attempt at nation- 
building." 

But, unfortunately, he added, such 
attitudes are not universal. "Tl.? past 
few years have been difficult for me per- 
sonally," he said. “For instance, some- 
times my wife and I are at a party, and 
someone starts shouting about the 
Tamils — 'string them up' and all that. 
And there is my wife, having to stand 
by, listening. Whai «an I do except to try 
to point out the error of their ways?" 

— Mike MacLachlan 
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The fruits of Hitachi's ongoing For seven and a half decades, Hitachi has con- advanced technology involve the talent: 
research (from left to right): ducted research with single-minded devotion. 16,000 R&D personnel. And our desire to share 
computed tomography, lasers, As one of the world's foremost operators of the benefits of new knowledge with others ha 
robots, a computer-scanned independent research facilities, Hitachi's original made available over 35,000 patents for lice! 
is dedil nid NE iei: bets pay worldwide. 
innovator of electrical and electronics products. ; 
Most recently Hitachi opened its 21st R&D The best of worlds is yet to come 
center, the Advanced Research Laboratory. Our vision of the future includes satellite 
Its purpose: To develop long-range projects for networks employing laser telecommuni 
applications in the 21st century and to carry and remote sensing systems to link evei 
on the Hitachi tradition of pioneering research corner of the globe and eventuall''the pla 
in biotechnology, material science, software We see tomorrow's society served by ene! 
science, and other technologies upon which generating fusion reactors, 300-mph trait 
progress depends. floating above the ground on supercond 
The results are in use all around you magnetic fields, 3-D color scan ES UOS PUN 
diagnosis and simulation of operations 
Hitachi laser research has allowed high-density much, much more 
recording of business data in optical disk filing Wed like you to share in the benefit: 
systems. Complex manufacturing operations scientific research, covering the next generat 
have been automated thanks to advances in of microchips, new ceramics, information pro 
robotics, creating intelligent machines with essing systems, and other high-tech inno 
a sophisticated sensors to help them see and tions. For improved business efficiency. Fi 
handle work pieces. New audio/video systems higher quality of life. Two goals we've put 
make use of Hitachi's digital technology for for 75 years as part of our commitment t 
ultrahigh-fidelity sound and high-definition better world through electronics 


television pictures. 
Each year, Hitachi devotes some $1 billion 
to research. Our efforts to further improve 
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At a time like this when two major pieces of research, 
namely Asian Businessman Readership Survey and 
Asian Profiles IV, have been released into the market 
place, it’s a good idea to sit back and reflect on just what 
publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
ing that “my numbers are better than his or her num- 
bers” and “our percentages are better than their per- 


centages” etec., if just might make some sense to get. 


back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons to one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 
who, week after week, produce Asia's most highly re- 
garded and respected publication. 


With 46 editors and reporters and 11 specialist corres- 
pondents, and scores of contributors, representing the 
largest, most highly qualified editorial staff of any 
publication in Asia, it's little wonder that when it 
comes to providing the best coverage of the region even 


$ CAPIV and ABRS Data available on request. 





our fiercest competitors recognise the Review as the — 
unchallenged leader. 


Another . extremely important number we're very 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because it reflects so clearly 
the loyalty and dedication of our readers, the over- 
whelming majority of whom come from the very top 
rung of Asia’s socio-economic ladder. 


So when advertisers buy space in the Review they do so 
knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers’ sake. 


They get editorial excellence of the highest order. They 
get consistency of readership by an audience of people, 
the total quality of which ofher publications in this mar- 
ket can only dream about! People who run the com- 
panies and countries of Asia. 


If you are an advertiser of quality products or services 
we'll happily deliver all the numbers you ask for. And 
when the numbers crunching is over and done with 
we'll give you something much more. A truly unique 
editorial environment to advertise in, created week 
after week by the best and largest editorial team in 
Asia. 

They are now and always will be our most important 
numbers... | 
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can do a lot for your business 


Å te range of 


services 

The Sanwa Bank, one 
of Japan's top financial 
institutions, now offers a 
wider range of services 
for corporations than ever 
before. From the Americas 
to Europe to Asia and 
Oceania, local Sanwa 
bankers provide financ- 
ing carefully tailored to 
regional markets and 
industries, including 
commercial loans, real 


estate loans, lease fi- 
nance, credit lines, guar- 
antee services, mergers 
and acquisitions, invest- 
ment and trade consult- 
ing services, etc. 


A more extensive 
network 

In today's sophisti- 
cated financial environ- 
ment, global connections 
are as essential as local 
expertise. Sanwa s spe- 
cialized services are sup- 


ported everywhere by 

the rest of the Bank's vast 
international network 
and by a client base in 
Japan that is among the 
nation's largest and most 
diversified. 


The world's 

7th largest bank 
Forward-looking bank- 

ing made Sanwa what it 

is today: the world's 7th 

largest bank*, with total 

assets of over US$109 


billion and the highest 
credit rating in interna 
tional finance. Back 

by the advance 

SAN LINE INTER 

cash management syst 
Sanwa's specialists con 
tinue to pioneer servici 
to meet the emerging 
needs Ol client COTDOTa 
tions. Just ask your Sal 
banker. And se: 
Sanwa's added rea 
corporate finance 

for vour business 


Sanwa bankers are working for you everywhere. 


e Sanwa Bank 
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Predictable response 


While Ungku Maimunah [LETTERS, 30 
lan.] may have been surprised to read 
ny report on the SEA Writers proceed- 
ngs in Bali, I was not at all surprised at 
Yer vitriolic reaction. 

It was the predictable Pavlovian re- 
sponse from someone who gauges par- 
icipation in conferences strictly by 
1ead-counts at official sessions, papers, 
eports, and the amount of verbal diar- 
hoea one expends at each sitting. 

While it is true I did not attend all 
essions (I am no masochist); I certainly 
ead most of the papers and one won- 
lers if Ungku Maimunah's dutiful at- 
endance at each and every session 
'enefited her at all. 

The session — the writer and his 
raft — for which I was merely ap- 
iointed rapporteur, she interprets as a 

-man session I was accorded to air 

views. But perhaps Ungku Mai- 
nunah was unable to distinguish be- 
ween “craft” and “content” or “rappor- 
eur" and “speaker.” 

If so, this deficiency would lead 
Jngku Maimunah to make the asinine 
ssumption that because one neither 
eads nor writes a language, ergo, one is 
gnorant of the literature that exists in 
hat tongue. 

Ungku Maimunah mgyebe surprised 
> discover that there ait a vast number 
f writers who neither read nor write Ja- 
anese, Chinese, Bengali, Russian, 
panish or German but nevertheless 
iake it their business to be informed as 
» what is happening in the literature in 
10se languages. 

Finally, at the risk of shocking the 
asily flappable Ungku Maimunah, | 
iust confess that I have not only re- 
iewed the works of several major Ba- 
asa Malaysia and Bahasa Indonesia 

ters, but have also translated poems 

m Bahasa Malaysia into English. 
enang Cecil Rajendra 


alklands cheap shot 


s a rule, I enjoy reading TRAVEL- 
ER'S TALES — it is the first column | 
‘ad in your magazine. I was, however, 
>mused with the lead item in your col- 
nn of 30 January. I don’t particularly | 
ire for Air Force Magazine, but to dis- | 
iss the ineptness of the US Air Force 
ssociation in their failure to forecast 
e Falklands war smacks of what we 
anks would call a cheap shot. 

Being a part-time student of naval 
id military history, I don't recall 
hitehall or MI6 doing particularly 
ell in providing advance warning of 
e conflict. I invite your attention to 
e chapter on intelligence and warning 
ssons contained in Military Lessons of 
e Falkland Islands War, published by 
rms and Armour Press, London. 
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| am not trying to be glib — I lost 
some Royal Navy friends during the 
Falklands conflict. To peg a private as- 
sociation in the US for not being astute 
enough to see the war clouds gathering 
and not find fault with HM Govern- 
ment's indications and warning ap- 
paratus is akin to missing the forest for 
the trees. — Lieut-Cmdr Robert S. McCabe 
San Francisco USS Benjamin Stoddert 


with wealth legitimately acquired in the 
south to do? Does ^Ratnapala" expect 
them to sacrifice everything and go to 
the new Eelam in the arid north (or will 
they follow him to enjoy the comfort of 
Canadian life?). 

Instead of talking piffle about inde- 
pendence for every little minority in the 
world let us work out unity in diversity 
through effective decentralisation. Sri 
Lanka is a little island and the 15 million 
people living in this one-time haven ol 
peace can learn to live together under a 
decentralised form of government 
federal, regional, provincial, whatever 
it may best be. 
Colombo 


————————————— — áo M 


Haven of unity 


What struck me first on reading the let- 
ter Thought urged [22 Jan.| purport- 
edly by one Philip N. Ratnapala from 
Ottawa, was that though Ratnapala is a 
Sinhalese name, the specious argu- 
ments in the letter could have come only 
from the pen of an expatriate Tamil. 


Vimala Tissa Navaratne 


Pirate review 


As for the main argument — “why | We were pleased to read the review ol 
not leave the Tamils alone to have their | C. M. Naim's 1979 publication, /gbal, 
self-government” — it can well be | Jinnah and Pakistan: The Vision and the 


applied to neighbouring India (why not 
self-government for Tamil Nadu, Pun- 
jab. Assam and so on?). It could even 
be extended to Canada itself (why not 
an independent Quebec? ). 

If the north is given Eelam (the east 
is out as the majority there are non- 
Tamils) what are the thousands of 
Jaffna people now in the south, manv 


Reality. We were not pleased, however. 
to see that Vanguard Press in Lahore 
was credited with its publication, since 
the Maxwell School of Citizenship and 
Public Affairs, Syracuse University, 
holds the sole copyright on this book 
Neither the author nor the copyright 
holder were ever contacted regarding 
this pirated edition (one of two of which 











| INA. there's no need to 
between business 
and pleasure 
in Bangkok. 








At the heart of the most 
fashionable business, 
diplomatic and residen- 
tial district, The Regent 
provides the ultimate 
location for your stay 


in Bangkok. 


the 


REMI 


BANGKOK 


A REGENT ®INTERNATIONAL HOTEI 





ALBUQUERQUE. AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DÜSSELDORF. FIJI. HONG KON 
KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY 


BANGKOK 2516127, TELEX TH20004; HONG KONG 3-663361; SIN 


wil 








GAPORE 73735 











CITICORP INVESTMENT BANKING 
THE GLOBAL EDGE 
IN JAPAN, TOO 


No other investment bank can 
rival the quality and diversity of 
Citicorp's greatest strength — its 
people. 

That's particularly true in Japan 
where a staff of outstanding 
professionals augments our global 
capital resources and product skills. 

Look at the facts: Citicorp is a 
major market maker in Samurai, 
Euroyen and Japanese government 
bonds. It holds the leading position in 
interest rate and yen/dollar long-term 
foreign exchange swaps and it ranks 
second among all non-Japanese 


© 1986 Citicorp 


firms in turnover across the Tokyo 
Stock Exchange. 

Japanese investors look to 
Citicorp for Eurobonds, Swiss franc, 
Canadian and US. government 
securities while Japanese issuers rely 
on Citicorps demonstrated Swiss 
franc and Eurobond fund raising 
skills. Proof? In 1985 alone, we 
participated in 43 Swiss franc 
placements for Japanese clients. 

And if that isn't enough we rank 
first in arranging Eurocommercial 


paper facilities which offer an 
important new dimension to 
Japanese investors and issuers alike. 

Citicorp also provides 
specialized advice on cross-border 
mergers and acquisitions, divestitures 
and joint ventures. 

Whether issuer or investor, if you 
have a special need in Japan — or 
elsewhere — the people of Citicorp 
are here to help. If the solution to 
your problem doesn't exist, together 
we'll invent one. | 


CITICORP€ GLOBAL INVESTMENT BANKING 
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acko's FIFTH COLUMN [26 
] stresses vet another ill of com- 
| counterfeiting. I have trouble, 
owever, with his assertion that Taiwan 
as yet to make a dramatic demonstra- 
n of its commitment to respect intel- 
:ctual property rights. 
Iwan's leaders have taken a com- 















eyond that of just "policy statements." 
'ecent amendments to the laws in point 
ave filled all the major legislative gaps 
hich concerned foreigners. The 
mendments in the trademark law have 
xtended | protection to unregistered 
world-famous" foreign trademarks; 
ded for the confiscatign of goods 
onnected to trademark g@interfeiting; 
nposed stiff prison sgftences equal to 
10se provided for ugGer US law (even 
efore the US J'1984 Trademark 
sc which eliminates 
























ristered foreign firms to 


ieved the plaintiff's bur- 
establishing damages. 

on of the copyright law 
standing to unregistered 


jon to computer programmes 
thereby codified the principle of law 
Iready recognised in the Executive 
uan Interpretation No. 9599 of 1980 
which came long before the. US 
iemiconductor Chip Protection Act); 
xtended protection upon completion 
f the intellectual work as opposed to 
iling; allowed the seizure of infringing 
jorks, and increased the maximum 
asic punishment, thereby forestalling 
buy-out.’ 

The judiciary, investigatory units, 
ministrative organs and the private 
ector have all been lending a hand in 
ontrolling the situation as well. The 
urts have rendered major decisions — 
uch as Apple Computer, Inc. V. Lee et 
I and its progeny — with regard to 
oreign entities rights to press claims in 
wat.  Investigatory units are refer- 
more cases to the courts, and con- 






















f “buying out” of impris- ° 
ferred to in Chacko's piece). 
rücl 4l of the Criminal Code; . 


plaints before the courts of 









"hensive approach at protecting intel- |. 
'ctual property rights which goes far ` 


ompanies; extended copyright | 
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common to all 


3 ura ; The lag inc itr 
ling this problem arguably stemmed 
from factors out of or temporarily 
beyond the reach of government con- 
trol. Denying standing to unregistered 

reign entities, and the buy-out provi- 
sion of the Criminal Code, for example, 
should be seen as quirks with a develop- 
ing legal system, and not as manifest at- 
tempts to thwart the protection. of 
foreign rights. Furthermore, the en- 
forcement of new laws is a problem 
countries, not just 
Taiwan. Certainly there is still room for 











further reform, but at least the govern- 


ment has, to paraphrase Chacko, al- 


| ready said in a resounding voice: 
. "Look, we have made a specific com- 


mitment [to control the situation] in full 
glare of publicity, and we are showing 


. you how honest we are with intellectual 


' The obvious question is: Is 
Mitchell A. Silk 

East Asian Legal Studies 
University of Maryland 
School of Law 


properties." 
anybody looking? 


Baltimore 


Vulgar indulgence 


I was surprised by the scathing com- 
ments of Jamal Rasheed in his article 


[BOOKS, 30 Jan. ] about the Indian intel- 


lectual elite who he feels are entrapped 
in their narrow fields of study and dem- 
onstrate a lack of awareness, “arro- 
gance and a patronising attitude to- 


_wards their neighbours." 


. No writer with any academic preten- 
tions or even a.journalist with some 
standing can afford to indulge in such 
vulgar: generalis ations. A logical 
critique of some books whose views he 





does not agree with is justifiable (even if 
he can be easily challenged on these 


grounds). But using his criticism. of 
these books to damn the whole intellec- 
tual community in India seems to me to 
be a foolhardy exercise, which only suc- 
ceeds in revealing the immaturity and 
lack of credibility of the author. 

Cambridge Vinita Damodaran 


Getting it right 


Robert Cottrell’s column [SHROFF, 6 
Feb.] would have had more credibility 
had he got his names and relationships 
right. 

STDM is not MTA's “parent” 
they are the same organisation. 

Macau Tourism and Amusements 
Co. Ltd (the company is always referred 
to as STDM, and never as MTA) is sim- 


——— 


ply the English translation of the Por- 
tuguese 
Sociedade de Turismo. e Diversóes de. 
Macau, SARI. 1 


name of the company, 
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final countdown on President Ferdinand Marcos' 20- 

year rule has begun — despite the Philippine National 
Assembly's hasty proclamation of his victory over Corazon 
Aquino. After the suspect 7 February election, the Roman 
Catholic Church and.then the US Government decided that 
|| Marcos has lost his mandate and must eventually go. Man- 
|| ila bureau chief Guy Sacerdoti, chief correspondent Rod- 
| ney Tasker and Arts & Society editor lan Buruma examine 
how three key groups — the church, the military and the 
Left — are responding to the new situation. Washington 
correspondent Nayan Chanda reveals scenarios drawn up 
y President Reagan's advisers and which one they favour. Pages 10-15. 
Cover illustration by Lui Mo Ping. 
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lecent decisions over commodity 
ú eal differences within the In- 
and the ruling party’s 
on the government. 


Page 35 

Bangladesh President H. M. Ershad 
and political parties make alliances of 
convenience to gain partisan advan- 
tage in the upcoming elections. 


Pages 46-48 

Japan’s Overseas Economic Coope- 
ration Fund has moved aggressively 
into Southeast Asia with its cheap, 
long-term loans, prompting fears that 
its trade-linked aid might be promot- 
ing development of projects that are 
not yet needed. 


age 50 

The Philippine economy faces new 
hardships as the costs of the damage 
done to confidence and financial sta- 
bility by the presidential election are 
tallied. 


Pages 52-56 

Kumagai Gumi Co. has grown rapidly 
to become Japan's largest construc- 
tion company by aggressively seek- 
ing business overseas and putting to- 
gether innovative financing packages 
with the help of well-placed local 
partners — a few of whom have un- 
savoury connections of their own. 


Page 66 

Sumitomo Bank's pending takeover 
of the troubled Heiwa Sogo could 
soon propel Sumitomo to the top of 
the world's banking ladder. 


Page 66 

Robert Holmes à Court has modified 
his bid for Broken Hill Proprietary Co. 
to hold out the possibility of Austra- 
lias largest company becoming a 
subsidiary of his Bell Resources. 


Page 71 

Indonesia has found Tokyo bankers 
happy to provide ¥160 billion at a 
time when collapsing oil prices are 
threatening a serious cut in Jakarta's 
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Chiang Hsiao-wu posted 
to Singapore mission 
Chiang  Hsiao-wu, son of 
Taiwan President Chiang 
Ching-kuo, has been-assigned 
to a quasi-diplomatic post at 
Taiwan's trade mission in 
Singapore, it was announced in 
Taipei on 17 February. The 
younger Chiang, 40, has been 
president of the Kuomintang- 
run radio station, the Broad- 
casting Corp. of China (BCC), 
for the past six years. BCC said 
Chiang would take up his new 
post as deputy director of the 
trade mission soon. 

The trade office serves as Tai- 
peis unofficial representative 
in Singapore. The new post re- 
presents a move to a more visi- 
ble position for Chiang, who 


X . has been the subject of specula- 


— | the presidency. 


| Local 
— | Maj.-Gen. Mahmudul Hassan. 









. Minister 





tion in Taipei over whether his 
father views him as a possible 
successor. The elder Chiang re- 
cently said that no member of 
his family would ever stand for 


— Carl Goldstein 
Ershad reshuffles 
his cabinet 


In a sudden cabinet reshuffle, 
Bangladesh President H. M. 
Ershad has replaced Home 
Maj.-Gen. Abdul 
Mannan Siddiqui, a moderate, 
with the more controversial 
Government Minister 


Pro-government Jatiya 
Party secretary-general and 
Works Minister M. A. Matin 
has taken over the Education 
Ministry from Shamsul Huda 
Chowdhury, who was moved 
to the Religious Affairs Minis- 
try. Religious Affairs Minis- 
ter air vice-marshal A. K. 
M. Nurul Islam, was moved to 
the Local Government Minis- 
try, while Relief Minister 
Slahuddin Quader Chowdhury 
has taken over the Works 
Ministry. — S. Kamaluddin 


BMF scandal to be 
debated in parliament 
Malaysian Finance Minister 
Daim Zainuddin announced 
that parliament will debate the 
white paper on the controver- 
sial final report into the M$2.5 
billion (US$1 billion) Bumi- 
putra Malaysia Finance (BMF) 
corruption scandal on 11-12 
March. Daim will table the 
white paper. 

The white paper will give 
the government an opportunity 
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to present its side of the story 
of the country's largest finan- 
cial scandal to date, while re- 
leasing the two-volume report 
prepared by the special BMF 
Committee of Inquiry over the 
past two years, a ruling Na- 
tional Front source said. 

— Suhaini Aznam 


Macau governor unlikely 
to be reappointed 

The recent election of Por- 
tuguese President Mario 
Soares means that Adm. Vasco 
de Almeida e Costa will not be 
reappointed as governor of 
Macau, the tiny Portuguese en- 
clave near Hongkong. Soares, 
a three-time Socialist Party 
prime minister, narrowly de- 
feated Diego Freitas do 
Amaral, founder of the conser- 


De Almeida e C 


vative Christian Democratic 
Party. 

Sources in Lisbon said the 
election of Soares meant nego- 
tations with China on the fu- 
ture of Macau would probably 
be handled faster than they 
would have under Amaral. 
Soares appears to want to 
adopt a pragmatic approach to 
the problem which would lead 
to-a quick solution without 
much tough bargaining. A 
source in Macau said appoint- 
ment of a new governor is not 
expected before mid-March. 

— Emily Lau 


Pyongyang to sell 

guns to Peru 

North Korea is opening up new 
frontiers for its arms industry. 
The Peruvian deputy minister 
of interior said Pyongyang has 
signed an agreement to supply 
10,000 submachine guns at the 
bargain price of US$92 each. A 
comparable Western-made 
weapon would cost more than 
US$600. 

Under the agreement, 
North Korea would also send 
advisers to help Peru set up 
facilities to produce ammuni- 
tion for the weapons. 

— Nayan Chanda 











Singapore economic panel 
releases proposals 

A government Economic 
Committee has begun releas- 
ing conclusions from its final 
report — which Singapore's 
Parliament will almost cer- 
tainly endorse in March when 
the republic’s budget for the 
year beginning 1 April be- 
comes law. Chaired by Lee 
Hsien Loong, who was pro- 
moted to acting Minister of 
Trade and Industry on 16 Feb- 
ruary, the committee warned 
that “unless fundamental 
changes in policy are made, 
[Singapore’s economic] de- 
cline will continue.” 

The group’s proposals re- 
present a sharp departure from 
long-cherished policies. Their 
suggestions include: 

» Deep cuts (from 25% down 
to 1095) in employers' mandat- 
ory contributions to the gov- 
ernment pension fund. 
» Slashing the corporate in- 
come-tax rate from 40% to 30%. 
» Giving large (3076) tax 
write-offs to companies invest- 
ing in machinery and equip- 
ment. 
» Cutting withholding tax on 
outward remittances (from 
40% to 15%). 
» Allowing some companies 
to use more taxable income (up 
to 2096) as an R and D reserve 
— tax-free, if spent within 
three years. 
» A range of incentives to 
make Singapore a “fund-man- 
agement centre like Switzer- 
land and Hongkong." 

— James Clad 


Trial opens in Hongkong 
for six in Carrian case 
George Tan Soon Gin and five 
other defendants each pleaded 
not guilty in Hongkong's Sup- 
reme Court on 19 February to 
charges that they conspired to 
defraud actual and potential 
shareholders and creditors of 
Carrian Investments Ltd 
(CIL). The  arraignments 
marked the opening of what is 
expected to be a prolonged 
trial. The charges against Tan, 
the now-bankrupt — CIL's 
former chairman; Bentley Ho, 
a former director, and two 
business associates and two 
professional advisers, cite 10 
individual counts relating to 
statements made in or relating 
to CIL's 1981 annual report 
and accounts. 

— Robert Cottrell 


Mahbubul Hag returns tc 
Pakistani cabinet 
Mahbubul Hag has retufned to 
the Pakistani cabinet after just 
a few weeks’ absengt. Haq, 
dropped as fim minister 
earlier this month (REVIEW, 20 
Feb.), has taken up the post of 
minister for planning and deve- 
lopment. He had been offered 
the post at the time of his re- 
placement, but turned it down 
— saying that without the fi- 
nance portfolio, there would 
be no way he could continue to 
carry out his policies, which 
centred on the denationalisa- 
tion, decontrol and deregula- 
tion of the economy. 

— Mohammed Aftalf 


South Korea adjusts oil 
policy as prices fall 
Falling world oil prices agg 
being translated into 
energy policies in South Kg 
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for the drop is increasing 
competition from . China's 
booming industry. 1 


— Carl Goldstein 
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Ww hile. hot diste | 
that Habib may come up with a different | 
recommendation, some US officials 
hinted that the last scenario could be the 
most practical of all. They noted that if 
Gen. Ver really was removed from key 
positions including the head of intelli- 
gence, it could be the start of an erosion 
of the crony-general system. 

Disaffections within the KBL and 
army ranks could spread as the econ- 
omy deteriorates and the pinch of politi- 
cal isolation is felt more and more 
strongly. The IMF's decision to post- 
pone a review mission to Manila means 
that disbursement of a US$225 million 
IMF loan and US$350 million commer- 
cial bank loan could be delayed. Con- 
gresstonal action could also heighten 
the sense of isolation by cutting off aid 
to the government. 

Sources noted that as of the begin- 
ning of the week no Western govern- 
ment had congratulated Marcos on his 
re-election, while several West Euro- 
pean ambassadors had attended the 
funeral of a slain opposition leader, 
Evilio Javier, and the US ambassador 





US ambassador welcomes Habib: quiet diplomacy. 


had gone to the bereaved family to ex- 
press his condolences. The Pope has 
openly supported the Philippines clergy 
in their stand against Marcos. Sources 
feel that the build-up of such pressures, 
combined with a non-violent opposition 
movement, could lead to a move from 
within the Marcos camp to force an exit. 

Former assistant secretary of state 
for East Asia and the Pacific, Richard 
Holbrooke, who retains good contacts 
with policymakers, predicted that even 
if Marcos survived the next four 
months, he would be removed before 
the end of the year. Several administra- 
tion officials agreed with the main thrust 
of that prediction. One official said that 
“Holbrooke may be a bit too optimistic 
about his forecast but the course of his- 
tory is moving inexorably toward the 
end of Marcos rule." Oo 
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By Rodney Tasker in Manila 
| With President Mar- 
cos’ credibility, and 
that of the country’s 
constitutional struc- 
| ture, now in shreds, 
one major question is 
pM how much he will 
have to rely on his 
armed forces to continue to underpin 
his regime. Another central issue ts to 
what extent the Armed Forces of the 
Philippines (AFP) would respond to 
any call to arms against their own peo- 
ple if the current political turmoil per- 
sists. 

At a press conference on l6 Feb- 
ruary Marcos announced that he had ac- 
cepted the resignation of AFP chief of 
staff Gen. Ver, but no serious political 
analysts expected the unquestionably 
loyal 66-year-old general to clean out 
his desk and leave the pres- 
idential palace. 

If anything. the move 
will probably enhance 
Ver's authority, because it 
allows him to control. his 
network of loyal senior of- 
ficers and the country's in- 
telligence apparatus in a 
less controversial but no 
less powerful role, possibly 
as head of a new powerful 
internal security ministry. 

Marcos' announcement 
was widely viewed by ob- 
servers as more of a cosme- 
tic move to defuse criticism 
from Washington, where 
administration officials and 
congressmen had been call- 
ing for Ver's resignation 
since his reinstatement in 

*| December after a contro- 

versial court decision to ac- 

quit him of any involvement in the as- 

sassination of opposition leader Be- 
nigno Aquino in 1983. 

Marcos hinted that he intended to 
keep Ver effectively in place when, 
answering questions at the press confer- 
ence, he said the general would remain 
as a “consultant” to the military, would 
“probably” remain on the board of gen- 
erals, and might continue as head of the 
powertul National Intelligence and 
Security Authority, the country's intel- 
ligence network. 

Backing this theory, one reliable 
source with access to the hierarchy’s 
inner circle said he now believed that, 
given Marcos’ serious and deteriorating 
health problems, power was now largely 
in the hands of Ver, the president's 
wife, Imelda, and Marcos' close asso- 
ciate, business tycoon and coconut and 
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sugar magnate Eduardo Cfjuangceo. 

Marcos also announced that re- 
spected vice-chief of staff and com- 
mander of the Philippine Constabulary 
(PC). and police Lieut-Gen. Fidel 
Ramos would become acting chief of 
staffin Ver's place. But at the same time 
the president detracted from Ramos' 
prestige by again linking his name with 
the massacre of 27 civilians in Es- 
calante, on the island of Negros, last 
September. 

Although Ramos is known to be very 
upset about references to the fact that 
three members of the 15-man board of 
inquiry into the Escalante massacre dis- 
agreed that he should be exonerated for 
alleged negligence, and recently publi 
cised a letter he wrote to Marcos: ap 
ing for a final clearing of his nam 
issue, Marcos- has constan 
publicly. on the subject. 
sources close to Ramos 
regards the new acti 
"an enemy." 

This is more 
stands for — 
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Opposition lead 
the REVIEW that she 
about Ramos’ reliablity in t 
situation, where she has had to 
a non-violent struggle against N 
armed might. “lam really disappot 
in Gen. Ramos,” she said. “He is so 1 
decisive. When will he declare what 
is for? It may be too late.” Mrs Aqui 
later sent a letter to military leaders: 
ing them “to help the millions whom 
our liberation possible.” 


A’ one PC colonel commented, how- 
ever much respect Ramos may 
enjoy in the ranks, in the final analysis 
the decision whether to act as Marcos’ 
tools or to stand up for the people 
against Ver's muscle will be largely in 
the hands of younger, lower-ranking of- 
ficers who control military units at the 
grassroots level. Apart from the sub- 
stantial strength of the Presidential 
Security Command, | estimated to 
number 16,000 troops, with more than a 
dozen tanks and two crack marine bat- 
talions, Marcos and Ver probably feel 
that they can rely on the Philippine 
army, commanded by loyalist- Maj.- 
Gen. Josephus Ramas — an officer 
widely mistrusted among more profes- 
sional military circles — to do their bid- 
ding. 
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s using exact y Lm same ter 
a KBL advertisement in the gov- 
ment-controlled press reads like an 
a lerical communist manifesto. 

NA wonder, then, that the church 
hieraráhy has jumped so forcefully on 
the Aqwino bandwagon. One could 
even argue that, in the event of an even- 
tual Aquino takeover, the church can 
actually crack down on the “people’s 
church,” as it would be in a stronger po- 
sition: for one thing, the common 
enemy would be gone. Some church 
moderates argue, however, that this 


ancing itself from Marcos. 
‘es said that apart from the in- 
* of some of his political friends 
are not intimately involved in the 
"ilippine question and feel that US 
strategic interests outweigh other con- 
erns, Reagan's controversial statement 
About the election stemmed from his re- 
tance to turn against a longtime anti- 
nmunist ally. 

His senior policy advisers have 
drawn lessons from history and are very 
much aware of Washington's inability to 
engineer coups and keep them on track. 
Thus while there is a consensus that 
election fraud has so damaged Marcos 
that he is unable to govern effectively 
and his reign cannot but help the com- 
munist inusrgency, the policymakers 
are keen to avoid a direct involvement. 

Despite pressure from congress, the 
US will not ask Marcos to step down. 
On the other hand, Reagan has ruled 
out an earlier option suggested by his 
chief of staff Donald Regan, that fraud 
notwithstanding, the US should do busi- 
ness with Marcos, severely narrowing 
US options. 

Basically, the US can either seek to 
bring about a transition of power on the 
basis of compromise between Marcos 
and Mrs Aquino or intensify indirect 
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most people that its proponents could 
be safely ignored. Lambino, for one, 
does qualify this opinion by pointing out 
that the economic problems which drive 
people to the Left cannot be solved 
overnight. Time would still be on the 
side of the revolutionaries. 


hile the church Left is now de- 

liberating how, as they put it, "to 
adapt our tactics to a new situation," a 
prominent liberation theologist express- 
ed confidence in a revolutionary future. 
He argued that revolu- 
tionary activity would ac- 
tually become easier 
under a moderate govern- 
ment: *With more breath- 
ing space, we will have a 
better chance to trans- 
form the church." He also 
pointed out the differ- 
ence between national 
politics in Manila and 
local issues in the coun- 
tryside. 

He feels that Manila 
priests, such as the 
Ateneo intellectuals 
around Mrs Aquino, are 
out of touch. Besides, it 
is relatively easy for 
them, as it is for the mod- 
erate politicians in the 
capital, to keep a distance 
from leftwing organisa- 
tions. In the provinces, 


political and economic pressure on Mar- 
cos leading to a revolt from within. 
Officials privately explained that in 
working for a transition from Marcos, 
three key US premises were: 
» That violence ought to be avoided at 
all costs. 
» That the military should be be dis- 
couraged from direct intervention. 
» That reconciliation between the KBL 
and the opposition had to be sought. 
"[n the Philippines we are not trying 
to preserve the political-economic sys- 
tem," one official explained, “but the 
social harmony and teetering economy 
so that change can come in a peaceful, 
orderly fashion." The official acknow- 
ledged that the US effort was like trying 
to remove the white of the egg without 
breaking the shell. But it was a task 
worth attempting because, as he put it: 
"The nature of the transition will set the 
tone of the next administration." 


he US fears that any outbreak of 

street violence would involve the 
army and seriously damage its unity and 
morale and consequently its ability to 
fight the communist insurgency. Similar 
concern about the fighting ability and 
elan of the army has reportedly made 
the administration wary of any direct in- 
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local bishop cannot isole "uae from 
his priests . . . and local issues are often 
more important to people than who will 
be the next president," says a priest. He 
adds: “Cory does not understand this. 
Laurel understands it better." 

Facts prove him partly right and 
partly wrong. It appears to be true that 
there was more cooperation in the pro- 
vinces between leftists and moderates 
during the election. In some places, for 
example Cavite and Laguna, radicals in 
favour of boycotting the elections ac- 
tually ended up manning the election 
machinery, as they were better or- 
ganised than the moderates who were 
for participation. On the other hand, it 
is not always true that bishops must play 


ball with the Left to avoid being iso- 


lated. The most famous example of a 
bishop who successfully rejected both 
Right and Left extremes is Claver of 
Bukidnon in Mindanao, not one of the 
most peaceful areas in the country. 
With Mrs Aquino, or another mod- 
erate president in Malacanang Palace, 
Claver and his friends might — but only 
might — continue to get away with this. 
It is in this sense that the institutional 
church is fighting for its life, by taking 
the moral leadership in the Aquino 
movement. This may be the strongest 
asset left to the moderate opposition. 
As far as the church hierarchy is con- 
cerned, they only need to look at 


Nicaragua, where liberation theology 


has virtually destroyed the institutional 
church, to realise what is at stake. D 


tervention or coup by an army faction 
such as Reform the Armed Forces of 
the Philippines Movement. Even if 
a coup by the reformists — highly un- 
likely at this stage — was to result in 
handing over power to the “duly 
elected” people’s representative, Mrs 
Aquino, US policymakers stress that 


military professionalism is more impor- — 


tant than “knights in shining armour de- 
fending democracy.” 
The officials also point to the fact 


that Marcos still enjoys support of a siz- ; 


able number of people and the KBL has 
many honest members who ought to be 
made party to the transition from Mar- 
cos rule. 

There are three basic scenarios at the 
moment: 
» That Marcos would step down in 
favour of Vice-President Arturo Tolen- 
tino on health grounds or some other 
pretext. Tolentino would then organise 
fresh elections. 
» That Marcos assume the position of 
chairman of an advisory council that he 
proposed and let Mrs Aquino become 
the president with effective power. 
> A collapse around the fringes of 
Marcos' political machine through 
combined pressure such as political 
non-recognition of the election, denial 
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situation and the fence-sit 

wheg Manila Archbishop Cardinal 
Jaime Sin could still vacillate between 
tolerating radical dissent and embracing 
the president. The old line was to criti- 
cise specific abuses of human rights, 
while preaching reconciliation. Accord- 
ing to sources close to the cardinal, the 
word reconciliation will no longer be 
used. So while Marcos is unwilling to 
fight the church, the church itself, as an 
institution, has turned against Marcos. 

Just as there were few red flags rep- 
resenting the Left to be seen in the sea 
of yellow — Mrs Aquino's colour in the 
campaign — during her massive rally on 
16 February, the newly adopted strong 
position of the "institutional church" 
means a setback, at least temporarily, 
for the clerical Left. 

The initiative is now with what KBL 
supporters like to call the Ateneo Mafia 
— alumni or faculty members of Ateneo 
University, which is run by Jesuit priests. 
Prominent old Ateneans among Mrs 
Aquino's closest advisers include busi- 
nessman Jaime Ongpin and Fr Joaquin 
Bernas. Ateneans also played a promi- 
nent role as organisers of Namfrel. And 
such Jesuit bishops as Federico Escaler 
and Claver, both on the faculty of 
Ateneo and highly critical of Marxist 
liberation theology, are highly influen- 
tial figures in the moderate opposition. 

Ateneo, with the full backing of the 
university administration, and with only 
one dissenting voice on the faculty (an 
Ilocano like Marcos), has issued a pro- 
clamation, to be read in Catholic schools 
all over the country, calling for resist- 
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1e University of the 
Philippines, traditionally a hotbed of 
radicalism, has not made any statement. 

Both the CBCP and many members 
of the Ateneo faculty were known for 
their conservatism. The fact that anti- 
communists have now; in the words of 
Francisco Tatad, a former information 
minister under Marcos, "decided to be 
in the frontline," is not paradoxical, 
but, from their point of view, highly sen- 
sible. The Aquino campaign has offered 
them perhaps the last chance to under- 
cut the drift to the Left in society, and in 
the church itself. As Fr Antonio Lam- 
bino, an authority on liberation theol- 
ogy and faculty member at Ateneo, put 
it: "Cory can mobilise people without 
the National Democratic Front [NDF]. 
A victory for her would delay momen- 
tum of the revolutionary movement, for 
there will be new hope injected in the 
people." A defeat could have precisely 
the reverse effect. 





B: now the moderates and con- 
servatives in the church, exemplifi- 
ed by Sin, were on the defensive against 
the militant elements in the church. To 
keep his church from fracturing, Sin has 
had to show tolerance of Marxist-in- 
spired radicals, and even deny that they 
were a threat at all. That they were — 
and still are — a threat is clear. The 
militant position of such NDF-affiliated 
organisations as the Church for Na- 
tional Liberation (CNL) is directed as 
much against the institutional church as 
against the “Marcos-US dictatorship.” 


US rethinks and agrees 


Marcos should step down 


By Nayan Chanda in Washington 


Caught between 
mounting pressure 
from congress and the 
media to cut off aid to 
EXE the Philippines and 


is | the intransigence of 
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Marcos, the Reagan 

administration is fac- 

ing an acute foreign-policy dilemma. 

hile a consensus seems to have 

emerged among key policymakers on 

the need for Marcos to give up power, 

there is as yet no clear strategy as to how 
to bring this about. 

After five days of confusion and po- 
licy flip-flops during which Reagan 
came close to endorsing Marcos, offi- 
cials in Washington began to look at dif- 
ferent scenarios for bringing about an 
orderly transition of power within a 
fairly short period. 

As Reagan's special envoy Habib 
continued his fact-finding mission in 





| Manila, the administration came out 
l (9 DM 


12 


with its toughtest condemnation so far, 
stating on 15 February that though the 
US observation delegation has not yet 
completed its work "it has already be- 
come evident, sadly, that the elections 
were marred by widespread fraud and 
violence perpetrated largely by the rul- 
ing party. It was so extreme that the 
elections's credibility has been called 


into question both within the Philip- 


pines and the US." 

In fact, strong reaction from con- 
gressional leaders as well as the media 
to Reagan's off-hand remark suggesting 
fraud was committed by both sides, was 
an important factor in a shift in 
Reagan's position. In an uncharacteris- 
tic criticism of the president, Sen. 
Richard Lugar, the Republican chair- 
man of the Senate Foreign Relations 
Committee who had led the official US 
observer delegation to the Philippines, 
said that Reagan was "not well in- 
formed" when he made that suggestion. 
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The al congre 
CNL, held in 1981, stated that “ 
just the Christian faith that is inv 
the Christian church (structures 
leadership) is equally in question.” 
CNL supports armed struggle a 
the process, we seek to liberat 
faith and church from captivity i 
perialist, feudal, and even fa 
tics.” 

While using the institutional church 
for their own ends, the militants often 
remind people of the church’s historical 
role as supporters of Spanish colonial 
oppression, Filipino Marxists liked to 
refer to the church hierarchy as “clerico- 
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Sin: off the fence. : 





Within hours of the utocla- 
mation of Marcos’ victory Lu; came 








out with an unequivocal rejec 
would not accept the legitimacy 
vote count by the [Philippines] Natio 
Assembly. So many votes were mi 
counted, recounted and never made 
that the entire election is fatall 
flawed.” He later went so far as ** 
suggest Marcos step down or call.n 
elections. 

Similar sentiments came from botha 
Republican and Democrat con- 
gressmen who have taken an interest in 
the Philippines and, with the exception 
of a pair of conservative columnists, not 
a single public figure has come to Mar- 
cos’ defence, making him perhaps the 
most criticised man in the US after Pre- 
sident Gaddafi of Libya. 


Foue to intensive press coverage, 
the time when the US could pursue 
its interest through quiet diplomacy is 
past. Reagan, ever sensitive to his public 
image, has made an about-turn by 
criticising Marcos for electoral- fraud 
and promised support to the Filipino 
people in their search for a solution to 
the present crisis. His key security ad- 
visers seem to have convinced him that 
US' national interest would be best 
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Although President Reagan made a 
assically equivocal statement initially 
fairness and conduct of the elec- 
e rapidly changed his tune as US 
ional observers of the voting, 
. Richard Lugar, submit- 
ted their reports. Reagan finally de- 
clared on 16 February that the elec- 
tions were marred by widespread 
fraud, largely initiated by Marcos’ 
party. 

By sending special envoy Philip 
Habib to assess the situation and per- 
sonally advise Reagan on_ possible 
courses of action, Washington has illus- 
trated its serious concern. With the cur- 
rent mood in the US Congress among 
both Republicans and Democrats, re- 
gardless of the immediate outcome of 
Habib’s visit, eventual suspension of 
military aid to Marcos and the acceler- 
ated erosion of support for his rule looks 
very likely. 

Habib held separate meetings with 
arcos and Mrs Aquino, reportedly lis- 
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Anti-Marcos demonstrators: miscalculation. 


tening more than talking. As an indica- 
tion of the political mood, he left Mar- 
cos’ office looking grim, but when he 
gave Mrs Aquino a farewell handshake 
she was looking happy. On the same 
day, 17 February, Habib also saw Man- 
ila Archbishop Cardinal Jaime Sin and 
made appointments with several 
bishops. Sin had earlier told the 
REVIEW: “The solution to the present 
crisis depends on the US." 

Some US sources say some 
policymakers in Washington are quietly 
hoping Marcos will leave the scene be- 
cause of waning health, thus handing 
over power to Tolentino. But aside 
from the unlikelihood that senior Mar- 
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advisers would allow the newly 
elected vice-president to assume full 
control of the government, that is consi- 
dered a rather naive means of building 
US policy towards Manila. 

A critical factor in forcing the US to 
take a stand is the intransigence of both 
Marcos and Mrs Aquino. Habib report- 
edly told Mrs Aquino that there was no 
way Marcos would relinquish power, 
backing his stand by the “legality” of the 
elections. Mrs Aquino’s response was 
one set on upholding her opposition 
leadership, that she and most other ob- 
servers felt she had in fact won, so no 
compromise or coalition is possible, 

Mrs Aquino snubbed Marcos’ initial 
ploy to have her join a new group of top 
“presidential advisers” to be called a 
council of state, and immediately re- 
jected Reagan’s early post-election call 
for the two antagonists to work to- 
gether. That stand has won her praise 
across the board, from conservative 
businessmen to the radical left, and has 
helped dispel early worries that the 
former housewife was politically naive. 


n fact, Mrs Aquino continues to keep 

Marcos off-balance, rather than 
the other way around, if only because 
she does not behave like a normal 
Filipino politician and refuses to play by 
Marcos' rules. Her commitment not to 
capitulate to Marcos is pushing the US 
towards withholding recognition of 
Marcos' claimed mandate. Who, if any- 
one, the US sends to Marcos’ 25 Feb- 
ruary inauguration will be an important 
sign of future US policy. 

But just as important as US doubts 
and ultimate influence, it rapidly be- 
came clear that Marcos could no longer 
rely on the influential church to diffuse 
any anti-Marcos tension in the streets. 
The Catholic bishops’ decision on 14 
February to support Mrs Aquino's call 
for civil disobedience confirmed church 
backing of the opposition. 

Many businessmen, who largely fell 
into the anti-Marcos camp following the 
2] August 1983 assassination of Mrs 
Aquino's husband, Benigno, have also 
said they will support her call. Some 
have already begun shifting funds to 
other banks, while others indepen- 
dently say they will withhold tax pay- 
ments. 

A further fall in confidence in the 
economy is also likely to increase pres- 
sure on Marcos, as massive electoral 
spending by the government (some P 10 
billion [US$500 million] in less than two 
months) has placed the economic re- 
covery programme in jeopardy. The 
huge burst in money supply and a 15% 
fall in the value of the peso (the black- 
market value fell nearly 50% as of 19 
February) will force a resurgence of 
contractionary emergency measures 
and restrictions on foreign-exchange 
transactions if the government is to 
maintain IMF support for its standby 
bailout credits. uu 
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open defiance 


By lan Buruma in Manila 


On St Valentine's 
| Day, an occasion 
| which Filipinos cele- 
passionately, 
| the Catholic Bishops’ 
Conference of the 
Philippines (CBCP) 
| pitted its moral force 
against the government of President 
Marcos. In the statement read by Cardi- 
nal Ricardo Vidal of Cebu, the bishops 
said that “according to moral principles, 
a government that assumes or retains 
power through fraudulent means has no 
moral basis.” Bishop Francisco Claver 
made the implicit explicit the next day 
by saying that “the church will not rec- 
ognise President Marcos even if he is 
proclaimed winner." The bishops’ state- 
ment also called for “active resistance of 
evil by peaceful means." The methods 
of civil disobedience are left up to the 
laymen of the opposition, but they will 
have the moral support of the church. 
Pope John Paul II sent a telegramme to 
the bishops saying: “I am with you.” 

The church, in effect, has climbed off 
the fence, and it cannot really climb 
back on again without seriously damag- 
ing its authority. According to a priest 
who helped to draft the bishops' state- 
ment, a unanimous decision came about 
after the bishops received overwhelm- 
ing proof of fraud and intimidation by 
government forces in their respective 
areas. Although the government-con- 
trolled Channel 4 TV news focused on 
some disgruntled people walking out of 
a church service when the bishops' 
statement was read, congregations in 
many churches burst into applause. 

The institutional church, as opposed 
to the Marxist vision of a "people's 
church," is fighting for its survival. 
Moderates and conservatives see Mrs 
Aquino as the first credible alternative 
to Marcos and the Left. She is anti-com- 
munist, a devout Catholic and has gen- 
erated an almost religious fervour 
among the Filipino people. She is seen 
as a non-politician, as yet untainted by 
greed and corruption normally associat- 
ed with Filipino politicians. 

In a country which is 85% Catholic 
the church is a formidable force for any 
government to take on. Marcos recog- 
nises this. In his letter to Cardinal Vidal, 
repudiating the charges implicitly made 
against him, he pointed out that if the 
government is forced to take action 
against any member of the church “that 
does not mean that government is fight- 
ing the church itself." 

This has always been the govern- 
ment's line. There is a crucial differ- 
ence, however, between the present 
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fight the guerillas, 


r it ‘Chief of the a 
Tamm is Brig. -Gen. Edon Yap, Mrs 
Marcas’ brother-in-law. And not far 
north &f Manila, in Tarlac, there is the 
5th Infaatry Division commanded by a 
Ver loyafist, Brig.-Gen. Antonio 
Palafox. 

The army would be the most power- 
ful service in any violent political strug- 
gle, with its almost total monopoly of 
the armed forces’ armour. But as one 
senior minister told the REVIEW, if the 





"crunch comes, younger army officers 


may not be as loyal to the palace as Ver 
may believe. 


nother important factor in the 
power equation is the Reform AFP 
ovement, or RAM. According to 
senior RAM sources, members of the 
movement were generally disgusted by 
the fraud and intimidation which they 
. ““nessed during the election. Younger 
icers in the second-lieutenant to 
major bracket wanted to move, but 





renhanced authority. 


were being curbed by their more moder- 
ate superiors. 

Many of the younger RAM officers 
are in combat commands against com- 
munist insurgents in various parts of the 
country. Although their main duty is to 
their resolve is 
thought to be threatened by their natu- 
ral concern about the political crisis in 


Manila. While all AFP officers are im- . 


bued with a strict non-communist doc- 
trine from the moment they take their 
oath of allegiance to the republic, the 
fight against the communist New Peo- 
ple's Army, now estimated to number 
some 16,000 nationwide, may take a 
back-seat to politically aware young 
AFP officers worried about whom 
exactly they are fighting for. 

On 16 February, RAM issued a 


significant statement backing a similar 
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erence of "the Phi oie W hich de- 
scribed the election as audient and 

| called for a non-violent struggle for jus- 
tice. The RAM movement has strong 
links with the church, and its leaders 
have been in constant touch with Man- 
ila's Archbishop, Cardinal Jaime Sin. 

The RAM statement called on sol- 
diers to exercise “utmost restraint and 
maximum tolerance" in dealing with 
anti-government protests — a call just 
short of asking troops not to obey orders 
if told to use their weapons against Mrs 
Aquino's supporters. 

To thwart any leftist attempt to 
exploit the situation, RAM has told 
leading members of Bayan that they will 
"go after them" if they organise anti- 
government protests in the election after- 
math. 

But members of the movement "used 
our muscle" to guard 35 computer 
technicians who walked out of the gov- 
ernments Commission on Elections 
headquarters on 9 February, protesting 
that they had witnessed cooking of elec- 
tion tabulations in Marcos’ favour. 
Leader of the walk-out was the wife of 
air force Col Red Kapunan, a member 
of RAM's information committee. A 
squad of RAM members stood guard 
over the computer technicians in hiding, 
before handing them over to a religious 
order for safekeeping. 

“We were told that Marcos was 
angry with us, and that he had ordered a 
hunt for the technicians,” one RAM 
source said. The issue was raised during 
a meeting between Ver and RAM lead- 
ers on 11 February, when Ver appeared 
to be conciliatory, and the RAM offi- 
cials “sat there and pretended to look 
submissive.” 

Despite the cordial meeting with 
Ver, many RAM officers feel more 
threatened now than at any time in the 
two years of their movement to spruce 
up the AFP. Some senior members are 
reported to have gone to ground, fear- 
ing a crackdown by Ver and generals 
loyal to him. But US officials are report- 
ed to have assured them that the US 
Embassy has asked Marcos not to move 
against RAM. The movement is consi- 
dered by the Americans to be an impor- 
tant vehicle for the reforms in the AFP, 
which Washington is anxious to see take 
place in order to counter communst in- 
surgency more effectively. 

Yet the RAM leaders are anxious to 
avoid pushing Marcos too far, That 
could lead to a confrontation between 
Marcos and Ver loyalists and officers 
whose loyalties are more with the peo- 
ple and the republic as an institution. 
Given the political tension and powerful 
emotions now at play in the Philippines, 
that could bring a new, dangerous ele- 
ment of instability to a country already 
riven by seemingly permanent fractures 
in its political, social and economic fab- 
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In the aftermath of | 
| the Philippine presi a 
| dential election, the — 
| radical Left hasfound | 
itself with a uni 
opportunity to exploit 
popular anger. bu 
with the risk of isolat- 
ing itself if it moves too fast. 

The failure of the Communist Party 
of the Philippines’ (CPP) election 
boycott demonstrated the party's lim- |. 
ited ability s influence political | 

And the |. 











DAYS OF RECKONING 


events on a large scale. 
exuberant response of the majority of | | 
Filipinos to the election campaign and | 
at the polls underlined the country’s | 
general support for Western-style | 
democracy. 7 

However, the heavy-handedness of | 
Marcos in ensuring his victory — | 
through massive electoral fraud and - 
manipulation — has shaken many | 
Filipinos’ faith in the democratic pro- | 
cess. At the same time, it has forced | 
the moderate opposition, led by Mrs - à. 
Aquino, to the point of abandoning i 
electoral politics altogether in favour of " 
street. demonstrations and civil. dis- | 
obedience — tactics which echo those | 
of the CPP. [| 

Marcos’ accusations during the cam- | 
paign that Mrs Aquino was influenced | 
by the communists, however untrue, | 
has made her extremely wary of support 
from the Left. In an interview just after | 
the election (REVIEW, 20 Feb.), Mrs | 
Aquino conceded that Marcos accusa- - 
tions of links to the communists had 
hurt her. 

During the campaign and at a huge 
post-election rally in Manila on 16 Feb- 
ruary, there was little of the overt sup- 
port from the Left normally in evidence 
at rallies led by the Bagong Alyansang 
Makabayan (Bayan), a legal leftist um- 
brella group. In oP ee Mrs. 
Aquino said: [Running mate Salvador] 
Doy [Laurel] and I are very much ag- 
reed that we should not let Bayan, for | 
example, be part of our demonstra- — 
tions. If they want to demonstrate, go - 
ahead. It has to be very clear that they 
are doing their own thing, and we have 
our separate rallies." | 
Still, the leftists — including the CPP 

have covertly supported Mrs 
Aquino, mingling in rallies held by her 
supporters and, in some rural areas, 
joining watchdog groups protecting bal- 
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lot boxes during vote tallies. Since the 
election, Bayan has begun to hold its 
separate demonstrations, as usual cas- - 
tigating the *US-Marcos dictatorship,” 
but so far it has not been a full mobilisa- 
tion of the Left. 

Post-election CPP strategy requires 
delicate implementation. The party 
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must support the opposition's attemp 
to fórce Marcos into a corner through 
the use of street tactics, but it must keep 
a low profile. Urban violence or prema- 
ture attempts to exploit post-election 
anger for its own ends could antagonise 
the moderates and, perhaps, even force 
them to abandon their growing belief 
that protest outside the system is the 
only way to achieve change. 

Apparently, the CPP hierarchy and 
that of the banned National Democratic 
Front — an amalgam of CPP-influenced 
political groups — has vet to decide on 
what tack to take. For the moment, it 
claims to be watching developments 
closely, particularly Mrs Aquino's re- 
sponse to the visit of Reagan's envoy, 
Habib, who is to assess the country's po- 
litical situation for the US president. 

The Left appears pleased by the 
powerful Roman Catholic Church's 
rapidly emerging role in the post-elec- 
tion anti-Marcos effort — a move ini- 
tiated by the church's moderate hierar- 
chy, led by Cardinal Sin. The CPP sees 
the church's recent approval of civil dis- 
obedience as a legitimate form of pro- 
test against Marcos as a boost to its long- 
term objectives in the same way it views 
Mrs Aquino's decision to move the poli- 
tical battle to the streets. 

It appears that for the moment the 
CPP's military arm, the New People's 
Army (NPA), has no plans to signific- 
antly increase its activity in the coun- 
tryside, where it is strongest. Nor do its 
small armed units in the cities plan to 
step up the number of killings of key 
government supporters — though the 
units, known as “sparrow units," are 
said to be already in place in Manila. 


he CPP position on the election was 

spelled out to the REVIEW in an 
interview on 13 February with Antonio 
Zumel, a CPP politburo member and 
NDF chairman. Zumel, a former jour- 
nalist and president of the National 
Press Club before Marcos' martial-law 
years (1972-81), explained why he felt 
the election — "a resounding rejection 
of the [Marcos] dictatorship” — ad- 
vanced the country's political polarisa- 
tion upon which the CPP hopes to build. 

“The election was intended by the 
US Government and the Marcos dic- 
tatorship to attain some degree of stabil- 
ity in the system. Perhaps this was more 
so in the case of the US than it was for 
Marcos. They want stability under fas- 
cist rule. They probably felt that by call- 
ing the election they could attract the 
so-called moderate opposition into con- 
fining their struggles against Marcos to 
the electoral arena exclusively. 

"But independently of their will, 
what has come about objectively is a 
further polarisation between Marcos 
and the moderate opposition because of 
both Marcos' passive and unbridled use 
of violence, fraud and the use of public 
funds to promote his political objec- 
tives. And we will see the polarisation 
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"Mc 
idvancing at an even more rapid pace in 
the future," he said. 

Washington's current objective, 
Zumel argued, is to calm the political 
crisis by getting Marcos and Mrs 
Aquino to work together which, he 
said, is tantamount to “calling upon the 
moderate opposition to capitulate to 
Marcos.” But, Zumel continued, “to 
her credit and to the [opposition's] cred- 
it, Mrs Aquino and her colleagues so far 
have staunchly resisted any effort to 
help them do this on Marcos’ and 
Reagan's terms.” 

This bolsters the polarisation the 
CPP seeks. “As we see it,” Zumel said, 
with “this revolutionary situation that 
we have — as the forces of fascism in- 
tensify and as the people themselves de- 
velop their political consciousness to the 
point that they advance against them — 
it is logical that the moderate opposition 
will tend to contract as forces go to one 
side or the other.” 

Zumel explained: “Today there is 
hardly any room for reforms. Witness 


a a 
Į 













the fact that the Marcos government has 
obdurately resisted all calls for it to in- 
stitute reforms. On the other hand you 
have Mrs Aquino and her colleagues. It 
is one thing to institute certain reforms 
that they would like. But they cannot 
get into positions of power where they 
could carry out such reforms.” 

Even before the election campaign 
began, the CPP leadership found itself 
in a quandary over Mrs Aquino. Be- 
cause she was not a politician with a de- 
finite programme of government, it was 
difficult for the Left to decide whether 
to support her and how it could influ- 
ence her response to the election. 

Zumel’s praise for her stand in the 
post-election crisis reflects the CPP's 
view that, for the moment at least, Mrs 
Aquino is a political asset — one who, 
while not necessarily leading the oppo- 
sition towards leftist ideology, is guiding 
the moderates away from participation 
in the Marcos administration. 

The CPP maintains its earlier posi- 
tion that Mrs Aquino's programme em- 
phasised both “good” positions — repeal- 


Leftist demonstrators call for election boycott: wary 
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ing Marcos’ presidential dec 
leasing all political prisoners, di 
ing the sugar and coconut monopo 
and “bad” positions — leaving the 1 
of the US military bases in the coup 
for the future, supporting foreyén in- 
vestment here and giving land rfform a 
lower priority. But it also emphasises 
that Mrs Aquino's reactian-ró the way 
the election was conducted is a “cor- 
rect" one. 
"She has said publicly that she would 
lead street demonstrations if the elec- 
tion was stolen from her," Zumel said. 


p of the dilemma of the Left is that 
while it may have influence in the 
countryside, it can only react to — rather 
than direct — political events in the 
cities, where power is concentrated. 
Zumel’s admission of this fact was in- 
herent in the CPP's election policy 
which was to officially boycott the elec- 
tion, but not to enforce the boycott. 
“The NPA was not to snatch any ballot 
boxes and was not to interfere with 





of support. 





any people who wished to vote," h 
said. 

Zumel added: “I do not see that pec 
ple rejected the revolution just beca 
they voted. That was the best way t... 
felt they could hit out. Of course, if we 
had the political strength, we would 
have wanted most of our people to 
boycott the elections. But we are also 
realists. While we have been growing in 
strength over the years — the revolu- 
tionary movement is operating in 63 [of 
74| provinces — the fact remains that 
the bigger majority of our people have 
not been reached effectively by the rev- 
olutionary movement." 

Itis unlikely that the CPP will overtly 
support any civil-disobedience pro- 
gramme of the moderate opposition as 
the best means of toppling Marcos. 
While the election may help to polarise 
political groupings and drive the opposi- 
tion further away from any accommoda- 
tion with Marcos, CPP support for the 
moderates remains only a short-term 
tactic in the long march towards its rev- 
olutionary goals. — Guy Sacerdoti 
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Aan IBM give you a youthful 


new physique? 








^^  BAslaciti Trust Company Limited 
3rd Floor, Lo Lam House 


T 


fidü'ciary (-sha-), a. & n. 


on public confidence or securities. 





4 
1. Of trust or 
trustee(ship); held or given in trust; (of 
paper currency) depending for its valuo 


2. n. 


Trustee. [f. L fiduciarius (prec., -ARY 1] 


L. 


The Oxford English Dictionary defines 
“fiduciary” as an adjective describing mat- 
ters relating to "trusts and trusteeships". 


That is to. say, when someone orants 
someone else the right — and the 
- responsibility — to administer his or her 

assets. 


-it also means. the p person who holds a 
trust — -the trustee. 


= 


But the full meaning of “fiduciary” also 
embraces qualities essential in. a rela- 
tionship of trust — experience, expertise, 
confidentiality, accountability — qualities 
which Asiaciti Trust applies in providing its 


clients with a full range of fiduciary .. 
services. | 


— What the OED cant tell. you about 
EI duciary", Asiaciti Trust can show. you. 





Principal Subsidiaries 

Singapore: 

Asiaciti Management Pte Limited 
140 Cecil Street 4123-02 


Kumul Highway, Port Vila 
Vanuatu 
Telex: 1024 LANDMK NH 


Telephone: 2082/2291 PIL Building 


Singapore 0106 
Telex: R5 20714 ACTMAN 
Telephone: 2248566 


Hong Kong: 

Asiaciti Administration Limited 
Ard Floor, Landmark East 

12 Ice House Street, Central 
Hong Kong 

Telex: 75397 ACTAD HX 
Telephone: 5-263305/210549 


Sydney: 

Asiaciti Corporate Services Pty Limited 
7th Floor AMP Centre 

50 Bridge Street, Sydney 2000 
Australia 

Telex: AA176281 ACTCOR 

Telephone: 02-2213444 


\ Ver not building bodies, but we can 
help give you a better-looking bottom line. 





When i it comes to following an exercise routine, 
the “routine” can often spoil the exercise. Boredom soon 
conquers the desire to keep fit. 

Members of The H.C.A. Fitness Club in Sydney 
Australia don’t have to worry about that. When they step 
through the doorway, an BM small business computer 

| | g greets them with 
B abrand new exercise 
programme — 
tailored to their indi- 
vidual goals, physical 
condition and 
progress to date. The 
owners of the club 
found their IBM 
computer an ideal 

: way to both improve 

rubaider morale E keep track of their records. 

IBM is helping businesses of all sizes in countries 
all over the Asia-Pacific region. We can help 
get your organisation in better shape: with hardware. 
software and our specialised experience in working with 
businesses like yours. 








E" a 


P JL E uu wow £ 


> 


The Chase Partnership at work. From left to right: Nigel Bennett, Schindler Lifts Ltd; Diane Greeves, Chase, Hong Kong; Hilary Wynter, Chase and Lam Kwok Yan, Schindler Lifts Ltd 





Global Network Electronic Banking Servic 
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As the lead bank for Schindler Lifts (Hong Kong), we're 
proud to be their banking partner for the prestigious Exchange 
Square in Hong Kong. 

To expand their business in Asia, they needed a bank 
that could link them to a vast global network through the latest 
electronic banking system. 

They particularly recognized the benefits of the Chase 
Global Microstation, a sophisticated banking delivery system 
which allows them to keep critical control over their account 
positions and improve their earnings around the world. 

Our up-to-the-minute foreign exchange services also help 
to considerably reduce their foreign exchange exposure risk. 
And the substantial performance Letters of Credit we've opened 
for them are an essential part of their business. 

The Chase Partnership. 

A simple but dynamic approach which enables us to 
Serve you better — whatever your business. 














E CHECKOUT 
wy WHILE YOU SLEEP 


Ba" d We've made leaving a Hilton 
International hotel almost as 
pleasurable as staying there. 

All you have to do is check 
in with the American Express" 
Card and tell us when you 
expect to leave. During the 
night, while you're sound 
asleep, we'll slip your Card 
receipt and itemized hotel bill 
under your door. 

In the morning, all you 


CA, have to do is leave. No 
d^ waiting on check-out 
lines, no waiting for 
your receipt to come in 
the mail. 

And with American Express 
Assured Reservations you know 
your room will be waiting for 
you no matter how late you 
arrive at the hotel. 

Call your travel agent, any 
Hilton International hotel, or 
Hilton Reservation Service. 


* 
*. 
E 


AMERICAN 


The American Express Card. MIEXZRESS 
Don’t leave home without it. 


HILTON INTERNATIONAL 



















































































Americans’ i ii- 
othe ideals of 


gic comedy. 
e melodrama seems 


arcos nally ad 
ection under questioning 
i ? American TVi interview a 
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-bases-and- my-op- 





hington to-do their own dirty 
| etting. rid of Marcos. 
: Neverthe ess, nationalism — or Philip- 
pine independence — is expressed in 
- terms of defiance of the US or sir 
. anti-Americanism. 
€ DOUBTLESS realising that the op- 
position parties could Ogly mount a cre- 
dible alternative government to Marcos 
if they unseated him thengselves, Wash- 
ington very properly attfmpted to "dis- 
tance” the US from Marcos. But the 
- role of global policeman dies hard — as 
do memories of the Shah of Iran. So 
President Reagan promised more mili- 
< tary aid (rent-a-base”) in return for a 









> clean election, which a farcical congres- 


^ gional. inspection team then tried. ig- 
-- nominiously and vainly to ensure. Then 
Reagan betrayed a tenuous relationship 
vith reality by hoping that Corazon 
quino would work with Marcos and 
* stating that election fraud could have 
curred on both sides — a stance 
..iftly changed (after State Depart- 
ment protests?) to an admission that 
violence and fraud were "perpetrated 
largely by the ruling party. ^ 








| € THE role of the US media in all this. 


| was curious, to say the least. Presuma- 


| bly, last year's revelations of the extent. 


| of the Marcos family’s personal invest- 
! ments (mostly real estate) in the US by 
| the Californian newspaper, the San Jose 
. Mercury News, was the genuine result 
of independent investigative jour- 
nalism, but the public inquiry into these 
.. holdings was timed for the run-up to the 
election. The yawning gap between 
 Marcos's own version of his heroic role 
in the anti-Japanese resistance during 






se maneret an eni n 


World War II and that of war historians 
has: been well known and documented 


tor decades: 









ggered nly. 





rA port e ea | 


opt sition élements called. 


.. Was the flurry of stories in the US ; 
ess throwing doubt on his claims |: 
by a surg of public i in- 





mee Bra two decades anh Ton 


donec t n 
bustious | 


should reports surface about the con- 
tradiction between the Marcos version 


(that he was a five-times-wounded hero 


whose father was.executed by the Ja- 


 panese) and the evidence that he was 


not and that his father was shot by the 
Philippine resistance as a collaborator? 
Why now'has.an unseemly scandal of a 
former Marcos mistress resurfaced? 
Fair g uel dee Public interest? I 
doubt it. 














b b. Pca inspect 
hic exactly the 


sador to South Koreas "hen opposition 
leader Kim Dae Jung was kidnapped in 
Japan and spirited back to Seoul. Habib 
s himself on having probably saved 
Kim's life by demanding that the South 
Koreans produce him, alive and well, in 
his (Habib's) drawing room within 24 
hours. They did, with reluctance and re- 





gentment at what they regarded as inter- 
ference in their own, however nefari- 


ous, affairs. | 

But what has been the real purpose 
of Habib's journey? To anoint Marcos? 
Or to attempt to persuade to step down 
a man who has shown he will hang on to 
power by hook or by crook (to quote the 
REVIEW's last cover)? AIT can say is 


that, if we have just witnessed an elec- 


. tion in a country from which the US has 
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distanced itself, what can active inter- 
vention mean? Th marines? 

è "GARBAGE in, garbage out" is the 
motto, sometimes more'forcibly ex- 
pressed, of compüter users. However 
clever the damn things seem to be, one 
must remember that they can't think. 
No one, to the best of my knowledge, 
has devised a computer which can ab- 
sorb a new list of names and addresses 
and — taking account of all the varia- 
tions possible (such as titles, whether 
just Mr or Mr and Mrs or even the hate- 
ful Ms, first names first or family names 
first, or just initials, various forms of the 






_ address and so on) — automatically de- 


lete those already on a master list. And 


| so those who own a credit card or who 


subscribe to a magazine (including the 


. REVIEW) will continue to be annoyed by 


promotion letters encouraging them to 
acquire something they already have. 
This can lead to high comedy. As 


. Nes. Jardin points out, the Philippine 


opposition newspaper. Malaya recently 


reported that the use of such a list (plus 


abuse of the presidential franking 









| privilege) recently led Marcos to solicit 





the vote of Mrs Aquino herself. Post- 
| ked 23 January. at Malacanang (the 





TV Sig 
for support in obta 
even greater “achiever 
security. It ended: "It is 
expect your vote on / 7 | Febn 


e MANY voters, quostly cor 
porters, found themselves myste 
disenfranchised when they got & 
polling stations, and the usual run 
spread of “ghosts” ir 
strengthened | 
presidential con 
ing letters not. 
but to those long 
that one such missi 
ery and friendly pi 
Marcos, was sent to Ec 
student leader whom M 
public enemy and who- 
down by. troops. in 1981. Ot 
computer had various lists: a simil: 
ter was sent to a man who died du 
the Japanese occupation, opening w 
the words, "My dear Comrade-in 
Arms." As the newspaper commented: 

"Any day now, we await a letter to his. 
‘dear friend,’ Benigno Aquino Ir." . 
e THE garbage motto holds good up in. 
South Korea too. There a firm market 
ing a well-known make of word- “proc 
sors produced a blurb on disc which. ri 
produced on the same make of printer 
resulted in the following: 


Dear sir! ae 
Welcome to the «««« Word processing 

**^* daisy wheel printer also typewrit 
have such a following features ooo 
>+% 's jetter formis very compaetablk 
> High speed and easy to change daisy 
wheel E 
> Auto CUT-SHEET-FEEDER n 
the automatically paper insert. 

function (the capacity 50 sheet) 


Here are some sophisticate example 
to have this«««« s Word Star wit! 
**** daisy wheel typewriters. 
1) Bold face function example 
""ttthhihiiisss isss bbboool lad” ae 
2) Double strike example 
DDoouubbliee ssttrriikkeec 
3) Strike out example 

§-t-r-i-k-@ o-u-t- 
4)Under line example 

underline exampl 
5)USubDscipt and DSupe :U script 
example 
CHU3-O-H + 2 Na -= 
Na+D+U0+ HU2D 
CHUA3D-H + Na- No réaction 
6) Back space function example 
(French and Germanish) 


Oulle est la the'orie qui perme! 
d'expliquer l origine p pe role? 





,2 CHU3D-OD:U 


Thank you for your concern that our 
demonstrate. 
Our bussiness will give you pleasure 


forever.* 
® GARBAGE out! 
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The split is showing 


The cabinet and the ruling party are divided on policy 


By Mohan Ram in New Delhi 


A recent increase in the price of petrol, 
followed by a hasty reduction by 
the Indian Government, has revealed 
major differences within the cabinet 
and between the government and the 
ruling Congress party. Although the 
backtracking on the issue was projected 
as a process of party and government 
consultation, as it came in the face of a 
public outcry and opposition-organised 
demonstrations, the government has 
lost a good deal of credibility in the pub- 
lic’s eyes. 

In January, the government had 
raised the officially administered prices 
of foodgrains, coal and fertiliser. The 
subsequent price rise in petrol, diesel oil, 
kerosene and cooking gas — effective 
1 February, barely four weeks before the 
annual budget — raised the 
spectre of double-digit in- 
flation this year. This led to 
demonstrations by public- 
interest groups and opposi- 
tion parties in major cities, 
which have continued de- 
spite the partial easing of 
the prices of petroleum 
products. 

Although officials had 
justified the price rises in 
terms of mobilising re- 
sources for the public ex- 
chequer, the government 
saw the hostile public reac- 
tion and brought the ruling 
party into action to save 
the situation. Kamalapati 
Tripathi, a Congress vete- 
ran who oversees the day- 
to-day functioning of the 
party, issued a statement 
disapproving the price rise. 
More importantly, another 
disapproval came from Minister for 
Parliamentary Affairs H. K. L. Bha- 
gat. 

In an apparently orchestrated move, 
the presidents of five state Congress 
committees met Prime Minister Rajiv 
Gandhi — who doubles as the party’s 
president — to put across the party’s 
case on the issue. A meeting of the Con- 
gress working committee — the party’s 
top decision-making body — was con- 
vened hastily with Gandhi in the chair. 
The committee asked the prime minis- 
ter to reconsider the decision. Im- 
mediately thereafter, the cabinet met — 
again with Gandhi presiding — and de- 
cided to moderate the price rise, which 
had by then been worked out by the fi- 
nance and petroleum ministries. 

The authorities tried to give the im- 
pression that the reductions were the re- 
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sult of popular feeling in the party and 
not a reaction to opposition demonstra- 
tions. The opposition called the whole 
thing an eye-wash and vowed to con- 
tinue the agitation even after the 5 Feb- 
ruary announcement of the price reduc- 
tion. 

Much to the embarrassment of the 
government, it became clear that a deci- 
sion with such far-reaching implications 
to the economy could not have been 
taken without the prime minister's 
clearance. However, it was apparently 
not a collective cabinet decision. If the 
cabinet had agreed in advance, Bhagat 
would not have voiced his criticism in 
public. 

The affair also leaves no doubt about 
Gandhi's highly personalised style of 





g^ 
* 


Arjun Singh; Tripathi: growing gap between Gandhi and the Congress party. 





government. His top aides have also 
shown that they are either not con- 
cerned with or equipped in gauging the 
public mood. Moreover, the fact that 
the Congress party was unaware of the 
decision and was brought in only to save 
face in the event of the climbdown indi- 
cated that the party had little clout with 
the cabinet. 


T government also lost consider- 
able credibility over its less-than- 
justified rationale for the recent price 
rise which was calculated to add Rs 8 bil- 
lion (US$640 million) to the exchequer. 
The plummeting international oil prices 
in recent months had already saved the 
government Rs 5 billion in import bills. 
Instead of passing on the benefits to the 
consumer, the government stated that it 
was raising prices to curb the growth in 
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oil consumption. The projected annual 
growth in oil consumption during 1985- 
90 is 6-795, but the growth in the year 
ending March 1986 is likely to be less 
than 5%. 

More important than the economic 
implications of the affair is the growing 
distance between Gandhi's government 
and the Congress party. Since Gandhi 
came to the helm in late 1984, the party 
is being managed by a small group of 
young Western-educated aides who 
have no roots in the party or its national 
tradition. 

The new party managers, who also 
have an overwhelming say in the gov- 
ernment, met their first setback at last 
May's All-India Congress Committee's 
session in New Delhi. The draft econo- 
mic resolution of that session was a 
major departure from the entrenched 
party policies and it invited sharp criti- 
cism from the old guard. 

The resolution was all but thrown 
out by the session's delegates but for a 
last-minute revision which included re ~ 
ferences to socialism and other trad 
tional priorities of the party. Despite 
the euphoria over Gandhi, 
there was evidence at the 
session that the party stal- 
warts were bent on as- 
serting themselves against 
the pew and young elite 
argéind the prime minister. 
Since then, however, 
ere has been little change 
in Gandhi's style of run- 
ning the party. Admit- 
tedly, at the party's cen- 
tenary celebration last 
Christmas, he spoke out 
against the power brokers 
who had reduced the or- 
ganisation to a family 
caucus. He also pledged to 
hold the  long-overdue 
party elections. this year 
and even initiated a pro- 
gramme to evolve a code ^* 
conduct for party mer 
bers. 

But the follow-up mea- 
sures since the grand centenary an- 
nouncements have shown scant evi- 
dence of decentralisation in_the party. 
In January Gandhi appointed a trusted 
minister, Arjun Singh, to the newly 
created post of party vice-president. 
Two other cabinet colleagues, T. An- 
jiah and Naval Kishore Sharma, were 
also drafted for party work. (Two gen- 
eral secretaries of the party, — Oscar 
Fernandes of Karnataka and Ahmed 
Patel of Gujarat — were moved from 





4; 








New Delhi to their states to Wead party 


affairs there. Putting trusted aides in 
key positions is one thing, but doing so 
in the face of the much-vaunted party 
organisational elections is another. The 
moves have inevitably generated re- 
sentment in party ranks because the 
power brokers of earlier days have 
been replaced by the new elite. oO 
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LOUIS VUITTON CUP -AMERICA’s CUP 
TO WIN THE AMERICA’S CUP, THE LOUIS VUITTON CUP 


14 yachts representing 

6 countries... ! 

The round robins of the Louis Vuitton 
Cup will be run fgom 1.10.86 to 26.1.87 
to select the best c i 
yacht which will ha 
heavy task of facing the Australian 
defender in the figlff to the finish for 
the America’s Cup held by the Austra- 
lians since 1983. This series of duels will 
be the major sporting event of the 1986/ 
87 winter season. | 






the singularly 


The America's Cup... 

the oldest and most coveted 

sporting trophy in the world. 

It was back in 1851 that the schooner 
" America" came and beat the English at 
Cowes on the Isle of Wight before the 
very eyes of Queen Victoria. 

The attemps to win the Cup back have 
been many, but it was only in 1983, 132 
years later, that the Americans lost the 
Cup they had won in Cowes in 1851. 


Louis Vuitton: 

the legend runs parallel. 

In 1854, Louis Vuitton, trunk-maker, 
opened his first shop. Since then, the 





Presentation of tbe Louis Vuitton Cup aboard 
Australia II to Alan Bond, Jobn Bertrand and 
Warren Jones by Henry Racamier, Chairman of 
Louis. Vuitton. 


MUST FIRST BE WỌN. 


legend ran parallel to that of the Ameri- 
ca's Cup until the two met in 1983 in 
Newport during the Cup trials. 


AUSTRALIA II: 

A revolutionary design. 

Everyone remembers. September 1983, 
Newport, USA: “AUSTRALIA II’, 
the famous Australian yacht with its 
revolutionary keel managed, after 
having won the Louis Vuitton Cup, to 
bring an end to more that a century 
of American supremacy. The duel 
between “AUSTRALIA II” and 
“LIBERTY” will remain as a great 
moment in sporting history. 


From Newport to Perth: 

a new challenge. 

The next Cup will now be run in the 
Indian Ocean off Perth (Western Aus- 
tralia), under much more trying condi- 
tions of sea and wind. 

Americans, British, Canadians, French, 
Italians and New Zealanders will be 
competing against each other at Perth 
for the Louis Vuitton Cup. Their deter- 
mination is equalled only by the means 
they will deni After the 400 trials of 
the Louis Vuitton Cup, the challenger 
will be perfectly in tune to meet the 
yacht defending the Australian holder 
of the Cup, the Royal Perth Yacht Club. 
Perth adis port Fremantle are prepar- 
ing for the battle to be fought off their 
shores in the Indian Ocean: a sea which 
is much, more difficult than that at 
Newport and with a much stronger 
wind. | 


A world event... 
The Louis Vuitton Cup trials will be 
transmitted to more than 20 countries. 


Will the winner of the Louis Vuitton 
Cup succeed in taking the America's 
Cup from the hands of Australia's bril- 
liant Yachtsmen? 


400 RACES IN 4 MONTHS 





14 CHALLENGERS 4 DEFENDERS 
6 COUNTRIES AUSTRALIA 
LOUIS VUITTON CUP DEFENDER'S CUP 

ROUND ROBIN 1 2 3 SERIE AB C 


OCT. 5-DEC. 19, 1986 


OCT. 18-DEC. 21, 1986 


LOUIS VUITTON CUP 





SEMI-FINALS 
DEC. 28-JAN. 7,1987 


Gem 





SERIE D 
JAN. 10-16, 1987 








JAN. 18-25, 1987 
The two top-scoring 
yachts enter 
the finals. 

The winner defends the 
Americo's Cup against 
the Louis Vuitton Cup's 
winner. 


JAN. 13-23, 1987 
The winner of the Louis 
Vuitton Cup is the one 

who first wins four 
races. 
He is selected to fight 
against the best 
defender. 


CHALLENGER€S DEFENDER 
JAN. 3I-FEB. 15, 1987 
The first yacht to win four races. 














SOUTH KOREA 


Chun; Kim Dae Jung confronts riot police outside his home: jail sentence threat. 


Cracking the whip 


Chun launches a nationwide attack on the opposition 


By Paul Ensor in Seoul 


he South Korean Government's cur- 

rent crackdown on dissident ac- 
tivities by students and the main opposi- 
tion New Korea Democratic Party 
(NKDP) has included an element of 
panic that does not bode well for the 
country's political stability. 

Faced with an NKDP signature drive 
seeking support for.a constitutional re- 
vision to allow for a direct presidential 
election, the government has de- 
nounced the drive as illegal and raided 
NKDP offices and dissident groups' 
headquarters in search of materials re- 
lated to the drive. 

In six days of incidents across the 
capital, opposition. leaders Kim Dae 
Jung and Kim Young Sam were put 
under house arrest, their homes sur- 
rounded by hundreds of riot police, and 
at least 80 of their followers from the 
NKDP and the oppositionist Consulta- 
tive Committee for the Promotion of 
Democracy (CCPD) were arrested. 

Police also raided more than 100 uni- 
versities across the country in search of 
materials related to the signature cam- 
paign. 

The NKDP's signature drive has 
been in the works for several months. A 
year ago, party candidates in their first 
national assembly election pledged to 
put the constitutional revision at the top 
of their agenda. Under the existing con- 
stitution, which was created in 1980 soon 
after President Chun Doo Hwan came 
to power, a president is to be chosen by 
an electoral college when Chun's term is 
up in early 1988. 

However, the NKDP has failed in its 
increasingly desperate efforts to debate 
the revision in the assembly with Chun's 
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Democratic Justice Party (DJP). The 
DJP refuses to discuss the issue and 
Chun, in a New Year'sspeech, called on 
the opposition to postpone debate on 
the issue until after the 1988 succession 
and the staging of the Seoul Olympics in 
the same year. But he warned that 
politicians who "ignore the parliament 
and resort to illegal means . . . ought to 
be prepared to face stringent public 
judgment in one form or another." 

When the signature campaign was 
launched on 12 February, on the first 
anniversary of last year's assembly elec- 
tions, opposition leaders said they were 
confident of getting 10 million signa- 
tures by 15 August — South Korea's In- 
dependence Day. Kim Dae Jung, co- 
chairman with Kim Young Sam of the 
CCPD, a coalition of extra-parliamen- 
tary oppositionists, told the REVIEW: 
“We are confident that we can reach our 
goal because our commitment is so 
deep." The government, he said, "is not 
confident, because they know a huge 
number of people agree with our 
cause. 

The next day, Kim Dae Jung's house 
was surrounded by hundreds of riot 
police and his telephone was cut. At- 
tempts by 150 of his supporters to enter 
Kim's home ended in fights. with the 
police, who later briefly detained 16 of 
them — including Kim’s,, brother. 
Speaking at a press conference, Justice 
Minister Kim Seung Ky hinted that the 
government might reimpose a sus- 
pended 20-year jail sentence for sedi- 
tion on Kim, who is officially banned 
from. politics, “if conditions warrant 
that.” ii 

Also on the morning of Kim's house 





arrest, police descended on the CCPD's 
offices. Prevented by the authorities 
from entering the offices, Kim Your 
Sam spent nearly five hours in the stre 
protesting against the action, describing 
the government's tactics as “virtual 
martial law." He was finally dragged 
into a car by police and driven to his 
home where, somé days later, he was 
put under house arrest. 

Also on 13 Egbruary, police raided 
the NKDP’s @arty headquarters in 
search of the getition or related materi- 
als. Police init\glly barred NKDP mem- 
bers — including some assemblymen — 
from entering their offices, and a 
number of NKDP and CCPD members 
were detained. Although no assembly- 
men were detained, NKDP leader Lee 
Min Woo was one of several assembly- 
men questioned by police in their 
homes. The government says the as- 
semblymen are not breaking.any law by 
signing the petition. However, the au- 
thorities say they plan to question all 
signatories. 


AU SEES police activity on ui 
versity campuses, which are closed 
for winter recess, has also been stepped 
up. On 15 February, the , authorities 
made a nationwide sweep of 129 colleges 
and universities, reporting, that they 
had confiscated subversive literature, 
placards, knives and fire bombs. Earlier 
the police, surprised by the size and 
ferocity of a rally in support of the pro- 
posed constitutional revision at Seoul 
National University, clashed with the 
1,000 student demonstrators. 

A recent police statement said 449 
students were arrested in the first 40 
days of this year — more than twice the 
number in the first eight months of last 
year. Police say they are seeking about 
40 student activist leaders, and they 
have been searching for them in their 
homes and in inns near the campuses. 
Rewards of Won 200,000 (US$220) are 
being offered for information leading to 
their capture. 
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While the government says signing | 


the constitutional-revision petition is 


not illegal, it argues that the petition it- | ~~ 


self does violate the law. The justice 
minister called the petition effort a 
“camouflaged act of violence discarding 
constitutionalism and parliamentary 
democracy.” Although the constitution 
recognises the right of citizens to or- 
ganise and sign petitions, such is not the 
case when the petition is aimed at 
changing the constitution itself, the gov- 
ernment says. Petitions, it argues, can 
only question existing laws or policies of 
government agencies — only the presi- 
dent or a majority in the national assem- 
bly can change the constitution. 

DJP spokesman Shim Myung Bo 
said: “The signature campaign . . . is not 
intended actually to revise the constitu- 
tion but to agitate the public in support 
of partisan interests and political ambi- 
tions of specific individuals.” 

The Supreme Prosecutor’s office an- 
nounced on 11 February that persons in- 

ived in the signature campaign could 

charged and sentenced to up to seven 
years’ imprisonment under a number of 
laws, including those which forbid pub- 
lic assembly and obstructing road traf- 
fic. “They are interpreting the law ac- 
cording to their own will,” complained 
NKDP spokesman Hong Sa Duk. 

Commenting on government’s 
move against the signat campaign, a 
US State Department sp$kesman said 
at a recent briefing in Wafhington: “We 
believe that it is inconsistent with basic 
democratic principles to deny citizens 
the right to petition their government." 


End of the holiday 


| Tan Koon Swan goes back to Singapore and trial 
By Suhaini Aznam in Kuala Lumpur 


B eleaguered Malaysian Chinese Association (MCA) president Tan - 
. Ee Koon Swan left for Singapore on 15 February, ending a brief respite from —— 

his financial and legal troubles. The Singapore courts had E 
on $$40 million (US$19 million) bail, two weeks' leave for the Chinese New 


Year, using a restricted passport only valid for Malaysia and Singapore. 
Tan faces a total of 15 charges for abetment in criminal breach of trust, 
fraud and cheating mostly in connection with the purchase of shares in com- 
panies related to Pan-Electric Industries, a Singapore-registered company in 
which he has controlling interests. His trial begins on 5 May. 
.. Tan’s lawyers have applied for another leave of absence on his behalf, to 
enable him to chair a meeting of the party central committee on 20 F ebruary 
and to attend the MCA extraordinary general meeting (EGM) on 2 March. 
The EGM, planned long before the Pan-Electric crisis began, will discuss 
amendments to the party constitution intended to curb the powers of the pa 


president and avoid a recurrence of the leadership struggle which had torn nh. 


apart the party for the past two years and from which Tan emerged victorious —— 


on 24 November 1985, 


. Throughout Tan's financial and legal ordeals, the MCA has shown steady — 
. Support, though his send-off on his return to Singapore was distinctly tamer __ 
_ than the effusive, banner-waving welcome two weeks previously. vt 


While Tan has been away from Singapore, former Pan-Electric financial 


"i director Tan Kok Liang, who has agreed to turn state witness in the case, 


pleaded guilty on 4 February to two counts of cri- 
minal breach of trust, allegedly on Tan Koon 
Swan's orders and for his benefit. Tan Kok Liang 
was sentenced to 15 months' jail and has ap- 
. pealed against this sentence. 

.. Meanwhile, threatening ill-feelings across the 
Causeway were di on 13 February when the 
Singapore Government officially replied to Ma- 





granted Tan, whois | 












For the government, the risks are laysia's formal objections against remarks made 3 
high: the tougher it gets, the more unit- by óc scite Deputy Prime Minister Goh “a 
ed the opposition — politicians, stu- Chok Tong that “the MCA was not in chargeof | — | 
dents, Christian activists and labour — Malaysia.” Goh was speaking in the context of — M 
may become. The goal of 10 million sig- the Johor MCA’s threats not to support a re- E 
natures in six months, almost half of the newal of Singapore's water contract with dene | M. 
electorate and a quarter of the popula- sia. A note from Singapore Foreign Minister S. " 
tion, is high and the machinery for Dhanabalan said Goh never intended to offend ^ 
gathering them is uncertain. But the the MCA and he was aware that the party was a I4 

fying effect of the campaign could be ronf government. A Foreign Ministry spokesman | 

rked. . further explained that Goh was merely trying to allay fears about Singapore's Ó 


A year ago, the NKDP was able to 
garner just under 30% of the vote in the 
assembly elections only a month after 
the party's formation. Since then, stu- 
dents and other activists have become 
impatient with its failure to acheive its 
aims in the assembly. The signature 
campaign i$ likely to become a burning 
issue on campuses during the coming 
term, bringing the NKDP closer to its 
more radical supporters while at the 
same time .drawing the political lime- 
light away'from the national assembly. 

Kim Young Sam said only about 200 
signatures! were collected before the 
governmetit's crackdown, most of them 
from NKDP and CCPD members. Col- 
lecting more, he said, has become im- 
possible, but he added: *This is not a 
difficult problem. Although the numbers 
are still small, the impact has been huge 
— people can see for themselves how 


violent this government can be." nik 
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i . By Carl Goldstein in Taipei 


H Kuomintang (KMT) meeting to be 
pi: held at the end of March looks set 
sf t to lay the groundwork for leadership 
| changes which will take Taiwan into the 
f  post-Chiang Ching-kuo future. Sche- 
. duled to begin on 29 March, the plenary 
» session should decide upon a long- 
awaited cabinet reshuffle as well as dis- 
| cuss the possible restoration of a party 
- vice- chairman’s post. 
Vice-President Lee Teng-hui is 
| among the top candidates for this post, 
| formerly occupied by vice-president 
— Chen Cheng, who died in 1965. If Lee 
| were picked for the post, it would repre- 
| sent a major step up in the native 
Taiwanese technocrat's influence and 
E B rrestipe within the ruling party. 
23 Chiang's health has been declining 
| for several years, as he suffers from 
| diabetes, and it is not likely that the 75- 
year-old son of the late president 
Chiang Kai-shek will be able to serve 
| out the end of his second term, which 
| ends in 1990. Public concern has risen 
- steadily during the last year or two over 
123 the absence of an obvious successor. 
|. e fear is that political instability or 
. conflict could break out during the 
period of collective rule by military and 
E elders that most analysts expect to 
b equ Chiang's death. 
4 The consideration apparently being 
E given the idea of restoring the vice- 
a . chairman’s post by Chiang and his ad- 
| . Visers demonstrates the depth of their 
concern over this issue. Naming a party 
| vice-chairman could serve to groom a 
| successor, or at least help create the per- 
| ception that the problem of succession is 
[^ being addressed. Whoever is named to 
the restored post would be in a strong 
| position to influence the choice of both 
the presidential succession, which is de- 
| termined by the rubber-stamp national 
| assembly, and the equally important 
questions of control of the party and 
military. 

.— Should Lee be named, it would re- 
- flect the striking political progress of the 
| 63-year-old, US-trained agricultural 
d. scientist. But many. questions , would 
| remain, among them whether Lee, who 
| was chosen as vice- president in 1984 as 
| p. much for his lack of a political base as 
i e for being a native Taiwanese, would be 
| able to wield real power without Chiang 
| standing behind him. 

In another move aimed at calming 
.| succession worries, Chiang recently at- 
tempted to squelch speculation about 
.| the political future of his son, Chiang 
| Hsiao-wu, president of the KMT- 
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Pri 'reparing for the future 


SA KMT plenary session may ease worries of Chiang’ s succession 


~ owned radio station, by stating categor- . 
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would ever stand for the presidency. In 
a 25 December address, he said: “This 
sort of question [the succession] only 
exists in despotic and totalitarian coun- 
tries. It does not exist in the Republic of 
China, based on its constitution." He 
also went on to deny that there was any 
possibility of the country being gov- 
erned by the military. 

Nevertheless, the questions remain. 
Since the elder Chiang retains an iron 
grip on the levers of power despite his 
health problems, Taipei political circles 
expect the changes in both party and 
governmental posts to be made at the 
plenum to provide a firm indication of 


$ 


Lee: striking political progress. 





Chiang’s thinking about what sort of 
leadership structure might carry on 
after his own passing. 


ne closely watched spot will be the 

Ministry of National Defence. Many 
observers are predicting that Defence 
Minister Soong Chang-chih will be re- 
placed by army Gen. Hau Pei-tsun, 
chief of the general staff of the armed 
forces. The 66-year-old Hau is assuming 
an increasingly important role in most 
succession scenarios. 

“Hau is already second only to 
Chiang in real power,” a political 
analyst said. If he were elevated to be- 
come defence minister, he would have 
to resign his commission, possibly a first 
step to laundering his public identi- 
fication for a possible top civilian po- 
sition. 

Whether Hau has the ambition to be 
president himself is not known, but he 


| -— - 
4 s e bi $ S Cu 
"6 T. UU ET ar t dit oi a ra 


damia role in a Ric scenes , 
collective leadership after Chiang pass- 
es from the scene. Hau was formerly 
Chiang Kai-shek's chief military aide 
and is considered to be very close to 
Chiang Ching-kuo. He sits on the 31- 
member KMT central standing commit- 
tee, which meets weekly, but his 
strongest suit is the strong loyalty he 
commands in the army, the dominant 
service in Taiwan's armed forces. 
Another item near the top of the 
agenda at the three-day party plenum 
will be the status of Premier Yu Kuo- 
hwa. Only a few months ago the 72- 
year-old Yu looked like a sure candi- 
date for early retirement. However, the 
economic recovery which has followed 
the serious downturn of 1985, along 
with the fading of public outrage over 
the Cathay financial scandal — in which 
a bank owned by a KMT legislator col- 
lapsed under huge debts — have greatly 
reduced the pressure on Chiang to re- 
move his long-time confidant from of | 


fice. 


Thus Yu, who is still regarded as a 
lacklustre executive by many in the gov- 
ernment, may yet be retired to a behind- 
the-scenes role, but probably not before 
June, which would mark an even two 
years in office. 

The timing o 
been a topic o 


e plenum had itself 
uch speculation until it 
was finally anhounced last December. 
According to Qe party constitution, a 
full plenum should be held once a year. 
The last one, however, was in February 
1984, shortly before Chiang was nomi- 
nated by the party — of which he is 
chairman — to stand for a second term 
of his presidency. 

In the spring of 1985, when the next 
pena session would normally have 

een held, the leadership had its hands 
full trying to contain the damage done 
by the twin scandals which made last 
year one to forget for the KMT: the 
Cathay banking crisis and the Henry L’ 
affair, the October 1984 murder of 
Chinese-American KMT critic in 
California by gangsters from Taiwan 
acting on behalf of top intelligence offi- 
cials. 

Two other cabinet seats could find 
new occupants soon after the plenum. 
One is at the Ministry of Foreign Af- 
fairs, where Chu Fu-sung, 71, is said to 
be close to retirement. If he steps down, 
likely replacements would include Vice- 
Minister Ding Mou-shih or, less likely, 
the highly regarded Fredrick Chien, 
currently Taipei's chief unofficial repre- 
sentative in Washington. 

Minister of Economic Affairs Lee 
Ta-hai may also step down. Lee's recent 
hospitalisation could provide a face-sav- 
ing opportunity to replace the former 
Chinese Petroleum Corp. head, who 
was brought in only last year as a com- 
promise choice to replace Hsu Li-teh, 
who had been forced out of office by the 


Cathay scandal. O 
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Maturing with success 


By Hamish McDonald in Sydney 


ith the expulsion of a long-term in- 

ternal critic of its leadership, the 
Australian Labor Party (ALP) is settl- 
ing down to a muted and formalised ver- 
sion of the factional rivalry — often stri- 
dent and sometimes violent — that has 
long been its hallmark and one of the 
most useful weapons for its conservative 
opponents. 

A succession of state elections in re- 
cent weeks has confirmed the party in its 
strongest political position since its 
founding 95 years ago, with Prime 
Minister Bob Hawke wielding power 
at federal level and ALP administra- 
tions in four of the country's six states 
— leaving only Queensland and Tas- 
mania under the control of rival con- 
servatives in the Liberal and National 
parties. 

A generation of youngish parliamen- 
tary leaders and party officials attri- 
butes this success to a pragmatic readi- 
ness to adapt policies to the views of a 


cautious and materialist electorate, 


rather than risk problems in economic 
management or foreign relations by ob- 
serving the letter of the written ALP 
platform’s concerns with social justice 
and the redistribution of wealth. 

Fighting a losing battle against this 
trend have been the party’s leftwingers, 
who see themselves as defenders of the 
ALP’s socialist wellsprings against un- 
principled careerism. However, their 
eclipse has been slow, as they have 
made up for a lack of demonstrable 
electoral success with a wily grasp of the 
party’s internal mechanics. 

The embodiment of this has been the 
Melbourne-based ALP activist Bill 
Hartley, 55, who from positions inside 
the party machine has frequently em- 
barrassed party leaders with maverick 
comments at delicate moments but 
who, until this month, had not been 
worth the trouble to remove. 

Son of a farmer evicted by creditors 
in the Great Depression and who later 
joined the communist party, Hartley 
became active in the ALP soon after its 
split in 1954-55 after convulsions over 
efforts by Roman Catholic and other 
rightwing groups to rid the party and 
affiliated trade unions of communist in- 
fluence. 

The rightwing exodus was most ex- 
tensive in Victoria. The remaining ALP 
membership was consequently more 
ideologically socialist. In New South 
Wales by contrast, more of the Irish 
Catholics stayed with the party, where 
power-broking remained the chief 
preoccupation. 

Hartley, articulate and deft at play- 


__| Labor's infighting mellows as it wins in state polls 


ing the rules of procedure in policy de- 
bates and internal elections, attracted 
the attention of the Socialist Left 
heavies in Victoria, who installed him in 
the key position of full-time state ALP 
secretary in 1963 with an ex-officio posi- 
tion on the party’s federal executive. 


. This brought him increasingly into con- 


flict with party pragmatists who, from 
1966, were attempting to take the ALP 
further into the middle classes under the 
leadership of New South Wales lawyer 
(and later prime minister) Gough Whit- 
lam. 

With the Victorian ALP lagging be- 
hind in a general swing to Labor since 
the 1969 federal elections and no signs 
of it recapturing the state government, 
the Whitlam forces gained federal exe- 
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Hartley; Hawke: slow eclipse of maverick leftwingers. 


cutive votes for intervention in the Vic- 
torian branch, sweeping aside the state 
executive and Hartley with it. The ALP 
parliamentary wing gained more power 
to set policies according to its own poli- 
tical judgment. 


fter intervention, the state executive 

reformed with a much narrower 
majority for the Socialist Left over its 
rightwing Labor-Unity and Indepen- 
dent rivals. Hartley was on the commit- 
tee, but out of paid party employment. 
This gap has been filled by an assort- 
ment of journalistic and promotional 
jobs connected with the more radical 
Arab states, notably Iraq and Libya. 
From an ill-advised attempt to borrow 
campaign funds from lraq's Ba'ath 
Socialist Party in 1976 to recent state- 
ments defending Libyan terrorism, 


these connections have long annoyed 
party moderates. 

A change began when the ALP won 
power in Victoria in April 1982, after 27 
years in opposition. Socialist Left MPs 
gained their share of ministerial posts 
and had to grapple with the realities of 
power. In March 1983, the party won 
power in Canberra under Hawke, a 
member of the Labor-Unity faction in 


Victoria. 


Within a year, the Socialist Left in 
Victoria was split between followers of 
Hartley, called variously the “old” or 
“mad” Left, and a more conciliatory 
group led by federal MP Gerry Hand, 
known as the “new” of “moderate” Left. 
By 1984, Socialist Left ministers in the 
Victorian state government of Premier 
John Cain and most of the faction’s fed- 
eral MPs had swung behind Hand, who 
was elected the party’s state president. 

Hartley’s band continued to under- 
cut their own position with unruly be- 
haviour. When Hawke supporters ar- 
gued successfully at a state ALP confe! 
ence last April for re-affiliation of fou 
important trade unions which had cut 
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ties with the Victorian ALP in the 1955 
split, Hartley's backers threw tomatoes 
at them. 

After a Victorian court jailed a left- 
wing union boss on corruption charges 
last year, Hartley pushed for a party in- 
quiry that could have opened the labour 
movement to criticism that it was put- 
ting itself above the law. Unions aligned 
with Hartley tried to break the wages 
accord between the Australian Council 
of Trade Unions and the Hawke gov- 
ernment. 

The final straw came last November 
when Hartley questioned the survival of 
Cain's government when an election 
campaign was in full swing in neigh- 
bouring South Australia. With opinion 
polls showing a strong adverse electoral 
reaction to such internal bickering any- 
where in the party, South Australian 
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party secretary Chris Schacht proposed 
Hartley's expulsion from the party by 
the federal executive. 

Called to show cause, Hartley re- 
NN. and gained permission for a 

ueen's Counsel to put his case to the 
executive that his behaviour was within 
normal debate. His case was not helped, 
however, by a statement shortly before 
the hearings that the Israeli intelligence 
agency Mossad could be behind his 
problems and that he regarded Hawke 
— long a sympathiser of Israel — *more 
as an Israeli than an Australian prime 
minister." 

Soon after the executive began its 
hearings in January, Hartley cut short 
his defence and withdrew. The execu- 
tive showed no signs of having changed 
its views: by the same 11-7 majority that 
decided to hear the charges, it expelled 
Hartley for "incompatible conduct" on 
3 February. The judgment of Right and 
centre factions that the Victorian Left 
would not rally behind Hartley was con- 
‘irmed when he was replaced on the 
tate ALP executive two days later. 
Hartley's remaining hope of staying in 
the party rests with an appeal to the 
biennial ALP federal conference due in 
July, or through a court challenge. 
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Te cauterisation of Hartley leaves the 
ALP with a thrag-factional internal 
structure largely agre 
the game. Probably 
party in the industrial gemocracies has 
such a formalised faction structure 
based on policies, though Japan’s ruling 
Liberal Democratic Party has a similar 
structure based on personal followings. 

Each faction — the Right, centre- 
Left and Socialist Left — holds meet- 
ings of its adherents among federal MPs 
before regular meetings of the whole 
ALP caucus. Position papers are circu- 
lated and positions taken. Some cabinet 
members complain that attitudes in 
cabinet increasingly adhere to pre-deter- 
"ined faction decisions and that cabinet- 
‘oom debate has become pointless. 

Where selection of the ministry in a 
Labor government has long been the 
preserve of the caucus rather than the 
prime minister — who can only allot 
portfolios and chose his cabinet — this 
process has recently been exercised by 
backroom meetings of faction bosses 
rather than open ballots in caucus, as in 
the past. 

Those ALP members who have tried 
to remain aloof from faction member- 
ship have found themselves pushed 
aside in this bargaining process. South 
Australian MP Ralph Jacobi had long 
been a respected chairman of the party's 
defence and foreign affairs committee, 
but last year was unceremoniously 
pushed out because he had no faction 
backing. Once centred on New South 
Wales and Victoria, the faction net- 
works are spreading out to other states 
and developing a national identity. 

The factions exercise discipline over 








on the rules of 
other ruling 
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their members and scrutinise voting re- 


cords before admission to their coun- 
cils. "Sometimes someone may turn up 
who is a bit dubious," one Socialist Left 
ministerial staff member said. “The per- 
son may be approached in a friendly 
manner and asked his intentions." 

The Socialist Left is now charac- 
terised more by parliamentary figures 
such as backbench negotiator Hand, 
Federal Minister for Social Security 
Brian Howe and Victorian social wel- 
fare minister Caroline Hogg, who re- 
cently criticised state party members for 
having made the factional struggle an 
end in itself. In New South Wales as well 
as Victoria, the Left has formed into 
two sub-factions of moderates and self- 
styled purists. 

The faction remains the most com- 
mitted to redistributive economic 
policies, contains those most opposed to 
Australia's defence alliance with the 
US, tends to oppose all things nuclear 
and argues for moral approaches to 
foreign-policy issues. However, it now 
tries to put forward a more reasoned, 
persuasive position in party dialogues, 
drawing more on economic expertise. 
Before this year's federal conference, it 
plans to hold seminars on industrial and 
foreign policy and circulate position 
papers. 

To some rightwing opponents, the 
Left has become more dangerous for 
being more effective, though Hawke 
has been impressed with contributions 
made in cabinet by Howe. 

The preoccupation of the Right with 
staying in power was used by Foreign 
Minister Bill Hayden to justify his for- 
mation of the centre-Left faction two 
years ago, though shoring up his own 
position vis-à-vis Hawke was also an ap- 
parent motive. By pushing for active ap- 
proaches on issues such as nuclear dis- 
armament, while maintaining support 
for nuclear deterrence in the meantime, 
Hayden hoped to bridge disputes in the 
party and also head off a drift of the 
young and idealistic types — the most 
likely to join political parties — to the 
leftwing or outside single-issue groups. 

To its leftwing critics, the centre- 
Left has consistently opted for the 
Right's position on most issues. They 
also note that the initiator of action 
against Hartley, Schacht, belongs to the 
centre-Left. 

Despite its academic trend, the fac- 
tional play still worries ALP power- 
brokers. When opinion-poll ratings of 
Hawke and his government plummeted 
after disarray on tax policy in mid-1985, 
Hawke called on Hayden and other 
centre-Left leaders to lower their fac- 
tion's profile. He also persuaded the 
Socialist Left group to abandon its prac- 
tice of press briefings after factional 
meetings. In return Hawke pledged to 
stop attending meetings of his own 
group, the Right. Removal of re- 
negades like Hartley, it is hoped, will 
further moderate the tone. R 
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Abe's new 

initiative 

Japan's Foreign Ministry plans 

to revamp ties with Asean 


By Charles Smith in Tokyo 


i n a move designed to put the finishing 
touches on three years of personal dip- 
lomatic initiatives covering areas such 
as the Middle East, Latin America and 
Africa, Foreign Minister Shintaro Abe 
has announced plans to carry out a 
thorough overhaul of Japan’s relation- 
ship with Asean during 1986. 

Abe's decision to focus on Asean 
during what will almost certainly be the 
last year of his lengthy tenure at the 
Foreign Ministry was first disclosed to 



































Japanese reporters at a late-night ses- | m7 


sion in the ministers home in De- 
cember, and only subsequently discuss- 


-y 
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Abe: urgent attention. 


ed within the ministry itself. However, 
ministry officials recently told the 
REVIEW that they endorsed enthusiasti- 
cally the idea of taking a fresh look at re- 
lations with Asean. 

According to Motofumi Asai, the di- 
rector of the policy planning division in 
the ministry's Asian affairs bureau, 
there are fewer regular channels 
through which Japanese politicians or 
officials can talk to their Asean opposite 
numbers than in the case of China or 
South Korea. The problems that Japan 
needs to address are how to stop seeing 
relations with Asean in the traditional 
“North-South” framework, what to do 
about the chronic trade imbalances 
Japan runs with most member countries 
and how to respond to Asean com- 
plaints that Japan is dragging its feet 
over industrial investment and the 
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ng point in.its relation 
h regard to all these is: 

use of the sense of crisis induced by 
low, or negative, growth among some 
untries in the region. China’ and 
South Korea are also getting restive 
ibout their economic relations with 
apan, he admits, but Asean's griev- 
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nade answers to the problem of how to 
ove Japan's image in the region but 
committee of 15 or so academic and 
her experts "to think about economic 
elations with Asean” is being estab- 
ished under Abe's auspices, with the 
irst session scheduled to be held soon. 
On the strength of the committee's find- 
ings Abe hopes to make a major speech 
t the June session in Manila of the 
Asean extended foreign ministers meet- 
ng. where ministers of the Asean Six 
meet their opposite numbers from the 
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PAKISTAN 


By Husain Haqqani in Islamabad 


ttempts by Pakistan's elected politi- 
cal leaders to distance themselves 
rom President Zia-ul Haq and his pre- 
ious martial-law regime are beginning 
O strain the president's relationship 
vith legislatures he considers his own 
reation. Early this month, the speaker 
. Pakistan's national assembly ac- 
pted the validity of an opposition mo- 
on accusing Zia of violating parlia- 
1ent’s privileges, and even ministers of 
ime Minister Muhammad Khan 
nejo's government voted to refer the 
ir fo the house's privileges commit- 
nstead of rejecting it right away. 
The motion related to a statement by 
that elected MPs were preoccupied 
politics and were reele ecting their 
gations towards, Islamisation. Al- 
th the privileges committee is un- 
ly to reprimand the. president, the 
acceptance of the motion's valid- 
seen as àn assertion of parliamen- 
“independence. 

Debating the motion, opposition 
Ps argued that Zia had denigrated the 
ted assembly by presenting it as a 
'er-obsessed group. unconcerned 
th continuing the Islamisation process 
irted under martial law. Commitment 


































under which candidates registered 
ast year's non-party elections. 

In other related moves, members of 
provincial assembly of North-West 
ntier. Frovince raised charges, of i ir- 













: comparabl 


ances are the: ones that need most urgent 


The Toni Ministry has no ready- 


slamic reforms was one of the condi- | 
|} MRD and other old politicians who 
-challenge the very basis of- the- new 
order. 


¿ment campaign last month with. a big 





Manila declaration in which fo 
prime mimister Takeo Fukuda laid th 
framework for what was intended to be 


a new relationship between Japan and | 
Asean. The difference between the | i 


two will be that Abe will try to cover 
the whole gamut of economic relation- 
ships between Japan and Asean where- 
as Fukuda merely offered a new pro- 


Pomm of government aid designed to 


ster five big regional development 
projects. | 
In trying to get involved in discus- 


sions on private-sector economic rela- 


tions with Asean, the Foreign Ministry 
is entering a field previously dominated 


| by the Ministry of International Trade 


and Industry (Miti) and by business con- 
federations such as Keidanren (Federa- 
tion of Economic Organisations), but 
officials apparently have no qualms 
about being accused of trespassing. One 


Standing up to Zia 


e legislatures start to assert their independence 


governor of the province, and the chief 
minister of Punjab was reported as 
criticising some policies of the martial- 
law period. 

The trend among elected politicians 
seems to be to prove that they do not re- 
present a civilian extension of martial 
law. But most observers agree they can- 
not go too far in asserting their indepen- 
dence until Junejo's Pakistan Muslim 


League (PML) as well as parliamentary - 


opposition parties organise themselves 
to face any potential challenge from the 
li-party Movement for Restoration of 
Democracy (MRD). 


The prime minister recently reshuf- | 


fled his cabinet, dropping several non- 


PML ministers as well as technocrats. 
| Most new ministers are influential party 
; figures, some of whom. held positions 
during the 1970s. The new cabinet has 
‘obviously been selected with party con- 
. Siderations and its members are devot- 


ing more time on PML activities than on 


.the business of government. Cabinet - 


ministers insist there is no major differ- 


ence of opinion between Zia and the 
|, PML except the: president's known re- 


servations about political parties. They 


say there is “a convergence of interest" 


between Zia and the party against the 


The MRD launched its anti- -govern- 


tal 


ally in Lahore, followed b 
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portant to ene a football between 


ministries. 


"he three organisations which make - 


up Japan's big-business establish- 


ment — Keidanren, Keizai Doyukai | 


(Japan Committee for Economic Deve- 
lopment) and Tokyo Shoko Kaigisho 
(Tokyo Chamber of Commerce and In- 
dustry) seem to hav 






4n the private- 

sector economic relations with Asean. 
However, leaders of the three bodies 

promised to cooperate when personally 





briefed by. Abe at a meeting in late 
The fact that they did so may 
indicate that the business community i*- p 


January. 


———————————————————— — 


demonstrations over different issues in 
the main cities. The opposition's first 
major public meeting in eight years was 
attended by 50,000 people and was con- 
sidered a major show of. strength, 
though attendange was less than the 
MRD target gf 100,000. Opposition 
sources said fany of. their supporters 
stayed away Ugcause of the fear of vio- 






dence and predicted even larger crowds 


at future meetings. 
The government claimed credit for 


„allowing the opposition to demonstrate 
openly, though Pakistan has a history of 


officially sponsored disruption of public 
meetings of government critics. Most of 
the demonstrations following the La- 
hore meeting were directed against the 
US and Israel over their policy on Libya 


and. Jerusalem respectively and . at- 
- tracted. oe ranging from a few 


hundred to 2,000. 
Opposition. leaders explained th 
the purpose of the anti-American dem- 


he Pakistan People’ s Party (PPP) of 
Benazir Bhutto. dominated the La- 
hore. rally as well as the anti-US dem- 


onstrations, leading to almost open rup- 
ture. with thee MRD’s: second major 


party, Tehrik-e-Istiglal; led by Asghar 


Khan. The Tehrik had. broken ranks 


with the MRD to seek registration with 
lection Commission, though the 
the registration law 
and resolved to continue its policy of 












| confrontation. Junejo has so far allowed _ 
the. extra-parliamentary- opposition to ~ 
activities without official 1 re- 


continue 1 
striction: 






‘interference. ——. E 
s repeatedly said his m 
to ensure . that the 










| een taken aback . 
by Abe's sudden intere 


onstrations was to mobilise party ac- 
trvists: "who have been unable to voice : 
; their sentiments under martial law. 
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— Up to now the Japanese used 
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worlc d has communicated with its Asean | 


opposite numbers through a series of 
national committees headed by presi- 
dents of major trading companies or 
other senior businessmen. The commit- 
tees have fecused on bilateral trade and 
investment problems — such as Thai- 
land's demand for lower tariffs on its 
boneless chicken exports or Indonesia's 
problems with plywood — but have sel- 
dom managed to move beyond the stage 
of reacting to the grievances of indi- 
vidual trade partners. In the view of 
Kiya Masudo, a specialist on Southeast 
Asian affairs at Keidanren, there is now 
an urgent need for a common 
philosophy on dealings with the region. 

Masudo cites the increasing number 
of demands being made on Japan by 
Asean as a whole, as well as the 


emergence of problems such as the 
acute shortage of engineering skills that 
nlagues most Southeast Asian nations, 


Khan: broke ranks with MRD. 


would be through elections rather than 
as a result of street demonstrations or a 
coup. By allowing the opposition to 
mobilise, Junejo expects to convince 
them of the usefulness of the electoral 
process. 

The government has already 
changed laws which had barred elected 
members of local councils from joining 
political parties, paving the way for the 
next municipal elections — scheduled for 
1987 — to be held on a party basis. The 
Tehrik has already declared its inten- 
tion to contest local council elections if 
parties are allowed to participate, and 
moderates within the PPP also em- 
phasise the need for strengthening the 
party through participation in local gov- 
ernment. If Junejo's strategy works, he 
could prevent a violent campaign by the 
| opposition zw test the waters for his of- 
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So far as Abe himself is concerned, 
the Asean initiative offers a chance to 
prove that he can run his own diploma- 
tic show in a region of vital interest to 
Japan without help from Prime Minister 
Yasuhiro Nakasone. During his three 
years at the Foreign Ministry Abe has 
set a new record for foreign travel but, 
with the exception of one visit to China, 
he has toured Asia only as a member of 
delegations headed by Nakasone, or in 
order to attend what the Foreign Minis- 
try describes as routine ministerial con- 
ferences. 

The new look at Asean which the 
Foreign Ministry is sponsoring could 
help to make good this omission — in 
which case Abe's own political stock 
ought to benefit. Even if it does not, 
Abe's critics can hardly fault his claim 
that refurbishing the Asean relationship 
was one aspect of Japanese diplomacy 
that was overdue for attention. oO 


ficially reorganised PML in municipal 
elections. 
Although Zia rightly takes credit as 


the founder of the post-martial law 


order, his direct influence on political 
matters has declined considerably with 
the rise of the PML. The president’s 
only power base now is the army, which 
is unlikely to interfere except in the 
event of a breakdown of law and order. 

Pro-government MPs now look to- 
wards the prime minister for leadership 
while the moderate opposition feels less 
threatened by the MRD to seek Zia’s 

rotection. By criticising parliament for 
its inaction on Islamic matters, Zia is ap- 
parently trying to re-establish his cre- 
dentials as the major Islamist in the 
country. But Islamic political forces do 
not seem interested in rallying to the 
president's side. 

Although a split between parliament 
and Zia is not inevitable, many politi- 
cians believe the president is trying to 
lay the basis for a case against multi- 
party democracy. As a senior govern- 
ment official pointed out: “Only two 
months after the lifting of martial law, 
the focus of politics in the country is be- 
ginning to shift. For most people it is a 
move towards democracy and liberali- 
sation but for the president it means a 
slipping away of control.” 

But sceptics concede that at this 
stage it would be difficult for Zia or any- 
one else to interfere with the system, 
which was so carefully formulated 
under military rule. A major change in 
the political equation will come if Zia 
gives up his position as chief of the army 
staff, reducing his role to that of con- 
stitutional head of state. But the bal- 
ance could tilt once again in Zia’s favour 
if the MRD overplays its hand and re- 
sorts to violence before Junejo and the 
PML gain full control. °° R) 
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Annual subscription: US$15.00 or - 
the equivalent in the currency of 
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An essential view 
of the world 


— get to know new forms of 
planning and development 
— keep abreast of international 
negotiations in progress 
— learn to evaluate new and 
different technologies 
— understand the forces shap- 
ing rural development today. 


You need CERES 


You need Ceres for new ideas, | 
new techniques in all areas of 
agriculture and development. 
Ceres is written by the leading 
specialists. | 
Ceres gathers the opinions of | 
recognized sociologists, econo- | 
mists, politicians, rural leaders, . 
and others on urgent problems 
the world over: 
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migration and urban con- 
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rural development 
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or to our sales agent in your 
country. 
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THA|LAND 


A coup in court 


Some accused rebels may be released in April to attend parliament 


By John McBeth in Bangkok 


n trial of 40 suspects alleged to have 
been involved in Thailand's abortive 
9 September 1985 coup is proceeding at 
an unusually steady pace, but there 
have been few surprises and little new 
evidence introduced to pare away some 
of the mystery surrounding the tank-led 
rebellion. There is also the possibility 
that the trial may come to a standstill 
when parliament reopens in late April. 

Testimony has centred on the five 
leading defendants: former prime 
minister Kriangsak Chomanan, one- 
time army commander Gen. Serm na 
Nakhon, former deputy army com- 
mander Gen. Yot Thephasdin na Ayut- 
thaya and retired deputy supreme com- 
manders air chief marshal Arun Prom- 
thep and air chief marshal Krasae In- 
tharat. The other suspects, a collection 
of lower-ranking serving military offic- 
ers and labour leaders, are merely bit 
players in what can hardly be called an 
action-packed courtroom drama. 

On 18 February, the appeals court 
overturned two previous criminal court 
decisions and granted bail to the five 
key prisoners, who had been held at 
Special Branch headquarters since their 
arrest on 17 September. All were 
ordered to post bail of Baht 2.5 mil- 
lion (US$92,000). There has been no 
word on whether bail will be granted to 
the other lower-ranking suspects. Re- 
cently, Yot has been spending much 
time in hospital because of a kidney 
complaint. 

While being held in custody, the five 
men were driven to each hearing 
through heavy early morning traffic. 
Normally it would take about 30 mi- 
nutes to reach the sprawling greystone 
block which houses Thailand's central 
criminal court. But with sirens and 
flashing lights, the convoy made it in 10 
minutes. On at least one occasion the 
route has been changed because of a re- 
ported plot to free the suspects. 

Decorum is important, both in the 
context of social norms and in the man- 
ner Thai courts conduct their business. 
Kriangsak, Serm, Yot, Arun and 
Krasae, impeccably dressed in Western- 
style suits, display little emotion before, 
during or after the day-long sessions. 
Each is treated with the deference and 
respect routinely accorded senior offi- 
cials. 

The other defendants wear track 
suits or other casual attire. They, like 
their seniors, are not manacled, in stark 
contrast to common criminal suspects 
who shuffle along the corridors outside 
with their legs shackled. 

Initially, relatives and reporters vied 
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for the few places that remained vacant 
in Courtroom 7 after the defendants and 
counsel were seated. The officials later 
opened an adjoining courtroom, and 
the public is encouraged to watch the 
proceedings from there through closed- 
circuit TV. But interest has waned since 
the trial opened, and the room is rarely 
full. 

Evidence has been given prominent 
treatment in the Thai press, but those 
who expected sensational revelations 
and speculated that new disclosures 
would spark off another coup have been 
disappointed. Apart from turning down 
an initial prosecution request for the 
trial to be held in camera, the court's 
only other action has been. to warn 
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Praphan; wounded rebel soldier during the coup: coerced. 


newspapers not to print verbatim re- 
ports of the case — a move aimed at 
stopping publication of testimony ruled 
inadmissible. 

Rumours of an amnesty have circu- 
lated and were given credence on 18 
January when the English-language 
Bangkok Post quoted an unnamed 
senior cabinet minister as saying it may 
be the only choice if the government 
wanted to ease tensions and avert the 
threat of violence. He warned that if the 
trial continued, allegations could be 
made — apparently by the defendants 
— concerning the identity of an alleged 
mastermind which could lead to a seri- 
ous political conflict. 

In any event, April is likely to prove 
a trying month for Prime Minister Prem 
Tinsulanond, with the opening of parlia- 
ment providing the trigger for a cen- 
sure motion against the government by 
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the opposition Chart Thai Party and the © 
possibility of rifts widening in the Social 
Action Party, the senior partner in the 
ruling four-party coalition. 

Prem will also have to decide whe- 
ther to extend the tenure of supreme 
commander and army commander Gen. 
Arthit Kamlang-ek for a second year — 
a difficult decision given Arthit’s influ- 
ence in politics. On top of that is the 
likelihood of more street protests over 
economic conditions, mostly by rice 
farmers, Sugarcane growers and tin min- 
ers. 

Five of the accused, Kriangsak, 
Serm, Krasae and labour leaders Sawat 
Lookdote and Amart Khamthesthong, 
belong to the House of Representatives 
or the senate, and under Article 123 of 
the constitution all must be released 
from custody for the duration of the par- 
liamentary session, which will probably 
last until September. 

There is another constraint. Accord- 
ing to Article 122, the House must also 
give its permission for the trial to pro- 
ceed while parliament is in session - 
and “provided that tl... 
proceedings of the 
court shall not hinder 
such member from at- 
tending the sitting of 
the House." Because 
hearings are scheduled 

wice a week at least 
through March, this is 
likely to pose difficul- 
ties for court officials 
and an already-over- 
loaded judicial system. 


Ithough little new 

information has 
emerged about the 
coup, the trial has 
thrown up some in- 
teresting insights — 
particularly in the way 
it has been shown that 
retired senior offic- 
ers retain their infl 
ence and prestige lons 
after they have left the service. Air 
force commander Air Chief Marshal 
Praphan Dhupatemiya, one of the three 
prosecution witnesses called so. far, 
was ask whether Kriangsak as a retir- 
ed officer had command authority or 
not. 

His reply: “There are two types of 
command authority — one is legal and 
the other is authority arising from the 
behaviour and actions of a person as 
they affect other people. Kriangsak did 
not have legal authority, but maybe he 
had that authority which arises in the 
feelings of supporters." 

Praphan, who claims to have been 
abducted from his home by armed air 
force personnel on the morning of the 
coup, was warned by the court that the : 
defence line of questioning made him | 
appear to be a party to the rebellion. 
During his. 18 hours on the. witness 
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stand, he described the scene at coup 


headquarters and stated that he had re- | - 


fused two requests by cashiered coup- 


maker Col Manoon Roopkachorn to |. 


order air force jets into the skies over 
Bangkok to intimidate loyalist troops. 
He also labelled Serm as the leader of 
the upheaval, but in later testimony said 


he had overheard Manoon saying that | : 


the former army commander had been 
coerced into joining the conspirators — 
the defence adopted by all five retired 
officers. 


Former deputy supreme commander 


Adm. Supha Gajaseni, the second pro- 


secution witness and another who was | | 
— party, hope to gain from an early election. The forces of the extreme Left, 
which have long thrived on agitational politics, are striving to muster a broad- 


said to have been forced to join the plot- 
ters, spent a comparatively brief period 
in the witness box. But evidence given 





by another ex-deputy supreme com- | 


mander, Gen. Boonrit Tantanont, who 
is related by marriage to both Serm and 
Praphan, tended to exonerate the key 
suspects to such an extent that the court 
said it would not be recording some of 
what was said. 

Other significant evidence intro- 
uuced at the trial shows that: 


» There was an expectation that deputy | — 
Thienchai |... 
Sirisamphan and Ist Army Region com- | 
mander Lieut-Gen. Pichit Kullavanich | 
would join the coup attempt. But |  . 
idely credited with | 


army commander Gen. 





Thienchai has been 
putting down the reblon. 
» Serm reacted with co¥siderable agit- 


ation when shooting bibke out at the | | 
Ist Division headquarftrs, asking who | |; 


had ordered the tanks to open fire. Ac- 


cording to Praphan, it was then that - al 


Praphan realised the coup had failed. 


» An appeal from King Bhumibol 2 f 
Adulyadej and Queen Sirikit ended | 
further fighting between government | . 


and rebel forces, who killed at least five 
people. 


» Instructions from 


headquarters led to a military aircraft | | 
being made available to fly Manoonout | ~ 


of the country. 
The 50-year-old Manoon, leader of 


ue abortive 1981 Young Turks coup | 


and the muscle behind the 9 September 
1985 power play, is still at large, as are 
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Ershad moves to exploit the split in opposition ranks. 






.. By S. Kamaluddin in Dhaka : 
à W ith a general election almost unavoidable sometime this year, political 


V forces in the country are manoeuvring to gain maximum partisan advan- i 


: tage by wooing likely allies and frustrating adversaries. Lieut-Gen. H. M. Er- _ 
shad, who is concurrently president and army chief, is trying to outwit the two — 
. mainline opposition alliances. - | Er 


Various rightwing groupings, including the fundamentalist Jamat-e-Islami 


based opposition to Ershad with a view to delaying the election. | 
The two mainstream opposition alliances — a seven-party grouping led by 


-the Bangladesh National Party (BNP) and the 15-party coalition headed by 


the Awami League — want an election on their own terms: under a caretaker - 


. non-military regime. As Ershad is not likely to meet that demand, they have | 


— . fried in recent months to forge a common stand without total success. 


counter-coup | 


his brother, Wing Commander Manat | 


Roopkachorn, fugitive — chit-fund 
operator and alleged coup financier 
Ekkayuth Anchanbutr and a number of 


former cavalry officers who could no | 


doubt throw a good deal of light on the 
revolt. Manoon has spent most of his 
time since fleeing the country in West 
Germany, where he was joined some 
time ago by Ekkayuth. Manat is be- 
lieved to be in Thailand. 

Many analysts believe that it will not 
serve the interests of anyone, let alone 
the defendants, to implicate other 
senior serving officers who are widely 
believed to have had some role in the 
coup. But as things stand, the fact that 
five leading figures have been confined 
in custody for five months is regarded as 


an accomplishment in itself. aIl 
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As the effective ruler of the country Ershad has a major say in the timing of 
the election, but he realises that he cannot put it off too long. At a rally on 13. 


— February in Dhaka, Ershad announced that he would hold a national election | 


in the first half of 1986. With the onset of the 
. rainy season in June with its inevitable an- — 
_ nual floods, the most likely month for the 

polis could be May. : j i 
. Although Ershad has repeatedly pro- 
mised an seeing this year, this aue os | 
time he came close to indicating a more de- 
finite time-frame. Since his tenure as army 
chief ends in November, it was widely sur- 
mised that the election could come in De- 
cember. An official source told the REVIEW 
that parliamentary elections could be held in 

. May and the presidential contest could come 
"| after Ershad completes his army tenure. 

The official strategy appears to be to lure 

the opposition to take part in the parliamen- 
tary polls during Ershad's presidency. 
Parties like the BNP and the Awami 
League and their allies are election- 
oriented and are conscious of the people's 
penchant for exercising their franchise. If- 
the chance for getting into parliament is 
missed, the alliances would face an uphill 
battle against Ershad and the army. The 
| | —. leaders are also aware that even if the 
parties boycotted the polls, many members could contest as independents. 
As if to forestall such an eventuality, Khaleda Zia, the chairman of BNP, 
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Zia: alliance split. 


 reiterated her challenge to Ershad on 14 February that unless the president 


handed over power to a neutral regime and announced a firm polling date by 


^ theend of the month, direct action to oust him would be launched in March. 


— But Zia’s bluster could not hide the split in the two alliances, which had 


| quina to hold a joint rally in mid-February — with Zia and Sheikh Hasina 


ajed, the leader of the Awami League, sharing the same platform — to an- 
nounce a united plan of action. The joint rally had to be postponed, thou 


(. party spokesmen maintained that coordinated action was still contemplated. 


. The orthodox Jamat-e-Islami in its 14 February rally made announcements 


| similar to Zia's in the hope of forcing Ershad to hold early elections for which 


its cadre-based organisation has been preparing. The parties on the Left fringe 


-also support mass action with a view to creating a confrontation with the gov- 





. ernment and delaying elections. 


J. Meanwhile, Ershad has been encouraging moderate and rightwing groups 


to support his plans for an election. Former president Khandker Mushtaque 


Ahmed, who is critical of Ershad and leads a motley group of small pro-West- 
ern parties, has said his followers would take part in the polls. Ershad’s next 
move would depend on how effectively he can exploit the breach between the 
BNP and the Awami League. 
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Life stirs in Vietnam’s 
cowed literary world 


By Sophie Quinn-Judge 
A cautious cultural thaw seems to be 
one side-effect of the Vietnamese 
Government’s experiments with new 
economic policies. Just as the economy 
is being freed from heroic plannin 
goals and the myth of the selfless 
worker, writers are being given more 
latitude to look at ordinary people and 
their problems. Cultural life neverthe- 
less remains firmly in the hands of the 
communist party and there is no ques- 
tion of “a hundred schools of thought” 
contending. And writers are bound to 
be cowed by memories of the short- 
lived 1956 experiment with artistic free- 
dom, inspired by the “hundred flowers” 
campaign in China. It flourished for 
only a matter of months before jour- 
nals were closed down. Five of its pro- 
ponents were given jail sentences in 
1960 for “psychological warfare ac- 
tivities.” 

But a new-born official willingness 
to come to grips with reality means that 
some of the darker aspects of life in 
Vietnam are now showing up in litera- 
ture. At the same time, popular enter- 
tainment, the light music shows that 
are a staple in the country’s theatres, 
are being spiced up with Western 
touches that surely would have been 
considered decadent a few years ago, 
when demure women in their traditional 
ao dai dress were the main attraction. 
This loosening up seems to be another 
defeat for party puritans who have been 
trying to keep the outside world at 
bay. 

The stirrings of life in the literary 
world have nothing to do with “art for 
art's sake" or aesthetic experiments. 
Writers are simply being given freer rein 
to play the role of social critic. Plays and 
novels are one tool that the so-called 
pragmatists are using in their struggle to 
reform and modernise Vietnam. 

The hit of the 1985 dramatic season 
was a play called, Toi va Chung Toi 
(Me and Us) by Luu Quang Vu. It por- 
trays the fight of a company manager to 
increase productivity in his factory, and 
is apparently quite daring in its treat- 
ment of the bureaucracy and politi- 
cians. 

Another popular production, Nhan 
Danh Cong Ly (In The Name of Jus- 
tice) by Doan Hong Giang, was in- 
spired by a complaint from a member 
of the security forces, who claimed that 
his superior was pressuring him to 
“play down the offence" of an arrested 
man being brought to trial. The author 
has consciously woven his play around 
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the current slogan, "Live and work in 
keeping with the Constitution and 
law." 

Although these themes may sound 
tamely didactic to Western ears, their 
focus on negative aspects of Vietnamese 
society marks a considerable liberalisa- 
tion. Until about 1983, artists were 
under quiet pressure to stick to the in- 
spirational; wartime heroism was a safe 
topic. 

Nguyen thi Ngoc Tu, who waited al- 
most seven years to see her novel, Dat 
Lang (Village Soil) published, reported 
to the 1983 Congress of 
Writers that she had 
been encouraged to 
withdraw her manu- 
script and extract the 
more positive incidents 
to print as short stories. 
“We can only print a 
work that is red with 
spots of black,” she was 
told, “not black with 
spots of red.” 

She resisted the 
pressure and admitted 
to being obsessed with 
the tongue-in-cheek 
praise she had received 
while visiting an ag- 
ricultural cooperative. 
A technician had re- 
marked how much he 
liked her newspaper, 
Van Nghe (The Arts). 
When asked why, he 
replied that aftera hard 
day’s work, he could 
pick up the newspaper and it would im- 
mediately put him to sleep. 


66 yo: cant go on writing war 

novels 10 years after the war,” 
was how one Vietnamese explained the 
changing cultural policy; “people are 
hungry to read about reality.” The writ- 
er who has perhaps reaped the greatest 
benefit from the thaw is Nguyen Manh 
Tuan, a northerner. 

Intellectuals in Hanoi and Ho Chi 
Minh City are excited about his 1984 
novel recounting one woman’s struggle 
against party opportunists and 
ideologies in a Mekong Delta village. 
Cu Lao Tram (Island of Cajeput) has 
gone into a second printing and is now 
sold out in the north and south. 

Although it was originally greeted 
with mixed reactions — some commen- 
tators objected to the glorification of an 
individual heroine — author Tuan is 





Filmmakers: hunger for all things Western. 
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now firmly in party favour. A previous 
novel about the new management of a 
southern fishing cooperative, Dung 
Truoc Bien (Standing Before the Sea), is 
said to be a rosier glimpse of the 
switch to new economic pelicies. But in 
Cu Lao Tram Tuan pulls no punches 
when documenting the trials and tribu- 
lations of an individual who tries to fight 
the system. 

The novel is packaged as reportage 
of actual events in a Delta village, with 
only the names and places changed. The 
heroine is a veteran of the resistance 
war who finds herself outmanoeuvred in 
her home district by a new party 
member, a provincial official's son who 
spent most of the war safely in Saigon. 
He and his cronies are trying to please 
the higher-ups by the speed with which 
they collectivise production in the dis- 
trict. The heroine recognises that the at- 
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tempt will end in failure, and pu. 
her career on the line by insisting that 
her village take a more gradual ap- 
proach. 

Although the economic monologues 
sound as though they were spliced in 
from a Nhan Dan editorial, Tuan's 
characters are well drawn, in simple, 
episodic style. He is something of a 
feminist, who uses the old village 
women who have survived their hus- 
bands and children through two resist- 
ance wars as an effective foil for the 
high-living upstarts who take over the 
village. 

Dem Cuoi Nam (New Year's Eve) by 
the veteran writer Nguyen Khai, is a 
novella that provides what is perhaps a 
subtler look at social upheavals in 
southern Vietnam. It describes a New 
Year's Eve meal in a bourgeois Saigon 
home, where a Chekhovian discussion 
of past, present and future takes place 
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among members of the old elite. One of 
the main characters is said to be a thinly 
veiled portrait of a former correspon- 
dent for an American news magazine. 
Overall, the attitudes portrayed are 
fairly pessimistic, though the story ends 
on a hopeful note. The hostess had in- 
vited everyone to witness her suicide at 
midnight, tut at the end she is per- 
suaded to hand over her sleeping tab- 
lets to one of the guests. As a well- 
known author of war novels, Nguyen 
Khai is obviously better placed than 
most to tackle such a sensitive subject 
matter. 

The novel and Western drama are 
forms that were introduced to Vietnam 
in the 1920s, when publishing in the 
Romanised quoc ngu script began to 
flourish. Books and publishing are 
still very much. part of the social 
mainstream, in a way that more closely 
resembles French intellectual life than 
anything the Vietnamese may have been 
exposed to in American culture. Every 
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TV market: diversions encouraged. 





“province has its own publishing house, 
as do the larger cities. Local pub- 
lishers get second and third-rate paper 
which comes in varying shades of brown 
and gray, and their ink is often faded 
and blurred. But they can play an im- 
portant role by printing works that the 
Central Publishing House in Hanoi 
turns down. 


y pel 1983 novel about the south- 
ern fishing cooperative was refused 
by Central Publishing, but got picked up 
in Haiphong. Cu Lao Tram was first 
printed in Ho Chi Minh (30,000 copies) 
though a second printing was done in 
the north. A novel about repression 
of the Cao Dai religious group by a 
northern writer in his 30s, Nhat Tuan, 
was published by the Arts Council of 
Tay Ninh province in 1985 (20,200 
copies). 

The authorities may hope that such 
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books will not circulate outside their 
province, but the literary world is on the 
alert for anything out of the ordinary. 
Gen. Tran Van  Tra's irreverent 
memoirs, The End of the Thirty Year 
War, with 10,000 copies published in Ho 
Chi Minh in 1982, was one local product 
that quickly sold out and has not been 
reprinted. 

Vietnam has its low-brow side, of 
course, for those who are more in- 
terested in pure entertainment than so- 
cial relevance. The government seems 
to be making an effort to offer more di- 
versions to its hard-working people, at 
least in the cities. Privately owned TV 
sets; which were a rarity in Hanoi in 
1976, are becoming more common. 
“Everyone in the neighborhood used to 
gather to watch my television,” says one 
owner, “but now no one comes any- 
more.” This may be partially because 
the video recorder revolution has hit 
Hanoi. A good quality Japanese model 
can be purchased for Dong 200,000 
(around US$13,800 at the official ex- 
change rate; US$2,200 on the black 
market). ! 

Government offices in Hanoi are 
buying them to show videos to their 
staff. The theory is that they will show 
cassettes produced or approved by the 
Ministry of Culture, but in reality “99% 
of the videos are being used to show 
kung fu movies," according to one 
northerner. 

Popular music shows at the musty 
Workers Theatre in Hanoi seem to be 
regularly sold out, and ticket scalpers 
can mak a good profit (especially if 
they sell to naive foreigners). On the 
night this writer went there, a mostly 
young audience was entertained by the 
flashy Song and Dance Group from 
Quang Nam-Danang. The strobe light 
effects and skin-tight purple jumpsuits 
were only slightly less hard on the ner- 
vous system than the overpowering 
electric guitars and saxophones. Any- 
one over 30 in the crowd must have been 
grateful for the silent interval provided 
by a mime artist, who did hilarious 
sketches of the patrons of a local lib- 
rary. 
The Ho Chi Minh audience is clearly 
more difficult to impress. At a show by 
the local song and dance troupe, the 
performers kept up a fast pace of tightly 
choreographed moves. As singers gy- 
rated through up-beat numbers like, 
Marching on Saigon and Spring on the 
Oil-well, films in obvious imitation of 
Western rock videos were projected be- 
hind them. But the only number that re- 
ceived any applause was a rather aver- 
age Barbara Streisand composition per- 
formed during the international half of 
the programme. The popular hunger for 
all things Western was striking here: 
three of the lead singers were either 
Amerasians or had had nose jobs. Quite 
possibly the latter, given the popu- 
larity of cosmetic surgery in Ho Chi 
Minh. oO 
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Lifting India's 


fig-leaf prudery 


By Jagdish Bhatia in Calcutta 
T intrigued why a country which 
produced the Kamasutra, the 5th 
century erotic classic, and the explicit 
sculptures of Konarak and Khajuraho 
should treat sex as a dirty word and ban 
kissing in its films might have derived 
some satisfaction from New Delhi's re- 
cent hosting of a four-day World Con- 
gress of Sexology, organised by the In- 
dian Association of Sex Educators, 
Counsellors and Therapists, and at- 
tended by some 700 delegates from over 
30 countries. 

Is India’s khadi fig-leaf of prudery 
unravelling at last? If the much-dis- 
cussed sexology conference is any clue, 
the answer seems to be both yes and 
no. 
While some hailed the conference as 
a major victory in the sexual revolution 
said to be sweeping the country, others 
cited the secrecy of the closed-door pro- 
ceedings as proof of persistent pudency 
and double standards. 

The fact that no observers, not even 
media representatives, were allowed to 
attend the sessions made the event a 
ritual in the dark and gave it a wry 
flavour of forbidden fruit turned to sour 
grapes. The organisers set up a tight 
security ring around the venue of the 
conference, the five-star Taj Palace 
Hotel, to keep the curious at bay. 

Press people were invited to the 
lunch and tea breaks, but were debarred 
from the working sessions which appa- 
rently included lectures, film shows and 
an illustrated talk by Ravi Shankar on 
music and eroticism in which the maes- 
tro is said to have compared a sitar to a 
woman, the strings having to be touched 
with love to evoke the right responses. 
There was also an exhibition of erotica, 
co-sponsored by Penthouse magazine 
(which, incidentally, is banned in 
India), displaying painting, manu- 
scripts and sculpture depicting sexual 
themes. 

Why did an exercise ostensibly 
aimed at drawing aside the veil of re- 
pressive taboo instead pull the shutters 
down on the public? Prakash Kothari, 
the president of the conference, and 
perhaps the “only person in the world to 
do my Ph.D on male orgasm,” replies: 
“Everyone cannot understand and hear 
these things. Everyone will not see it in 
the proper light.” 

Interestingly enough, of the 400-odd 
Indian delegates only a handful were 
recognised sexologists, defined as spe- 
cialists in sexual medicine. The rest 
were businessmen, executives, indus- 
trialists and educationalists. Kothari 
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confessed that most of the papers pre- 
sented were "not up to the mark." An 
Indian study on AIDS, for instance, was 
reportedly discovered to be a "straight 
lift” of a survey made in Switzer- 
land. 

Among the foreign papers which 
drew attention was one by a Canadian 
expert on the “psycho-sexual aspects of 
the nuclear threat” which called for a 
harnessing of the liberating and life-af- 
firmative aspects of sex as a counter- 
force to the arms race. 

The major funding for the lavish 
event Is said to have come from the con- 
servative Gujarati business community, 
to which Kothari belongs. “It’s not be- 
cause they have more sexual problems 
than other communities,” the organiser 
hastly added, “but just because they 
want to help and are interested in sexo- 
logy and whatever I am striving 
for.” 

According to Kothari: “In- 
dians suffer from a feeling of 
guilt and shame when it comes to 
sex . . . about 90% need 
sexologists!” He is an ardent ad- 
vocate of sex education to help 
correct a "distorted attitude," 
which some attribute first to the 
Mogul influence which intro- 
duced the purdah system to 
India and later to the Victorian 
repressiveness of the British 
Raj. 

"In ancient India sexuality 
was considered a beautiful thing 
. . . the Moguls and English. . . 
took away the Kamasutra from 
the Indian way of life,” said an 
American delegate to the con- 
ference. 
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Reon trends, however, sug- 
gest that Kama, the god of 
physical love, might be re- 
emerging in the contemporary 
Indian ethos, adopting manifes- 
tations in keeping with the coun- 
try's new urban milieu. Rapid urbanisa- 
tion, the undermining of traditional 
mores and the birth of feminism have 
pierced the barriers of sexual segrega- 
tion, leading to freer inter-mixing of the 
sexes and a franker approach to physical 
intimacy. A 1983 survey of sexual trends 
on the Madras campus elicited a re- 
sponse said to be greater in terms of per- 
centage than those obtained by the Kin- 
sey and the Hite reports in the US. Ac- 
cording to the Madras study, some 75% 
of the male respondents admitted to 
pre-marital sex, the comparative figure 
for women respondents being an as- 
toundingly high 60%. 

That sex need no longer be a man's 
prerogative and a woman's procreative 
penance is indicated by the fact that of 
the 15,000 abortion cases annually 
treated by the Marie Stopes Clinic net- 
work, 25% are unmarried women. On 
the other hand, Bombay's much-publi- 
cised “bachelor girl," starlet Sarika, has 
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announced that she plans to have mar- 
ried actor Kamal Hasan’s illegiti- 
mate child, making it clear that she does 
not think it a sin to be left carrying the 
baby. Nor did stars Farah and Khusboo 
turn a hair when they were featured on 
the cover of a popular film magazine 
kissing each other. 

Film stars, both on and off screen, 
play a major role in shaping Indian so- 
ciety. Until recently kissing was banned 
in indigenous films; today Bombay's 
cinemas smoulder with torrid encoun- 
ters, recent examples being Girish Kar- 
nad's critically acclaimed Utsav and Raj 
Kapur's Ram Teri Ganga Maili. Litera- 
ture and popular reading also reflect the 
new trend towards sexual liberalism. 
The Supreme Court judgment clearing 
Samaresh Basu's novel, Prajapati, of 
charges of obscenity, thus ending an 18- 
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year legal tussle, has been hailed as a 
watershed decision. 

Enlarging on its old recipe based 
on the  kids-and-kitchen formula, 
Femina, the country's largest-circulat- 
ing women’s magazine, recently 
brought out an enthusiastically received 
special supplement discussing sexual 
problems such as the female orgasm — a 
topic which a decade ago would have 
been taboo. 

But change has been infectious, too, 
in a way. The new climate of permissive- 
ness has in the past 10 years resulted in 
an almost 300% increase in sexually 
transmitted disease, though, fortu- 
nately, the spectre of AIDS has yet to 
haunt the country. A rash of pornog- 
raphic films, magazines and cabaret 
shows has erupted in various parts of the 
country, notably in Kerala (REVIEW, 5 
Sept. '85). 

"Hit-and-Hot" stage productions 
with titles like Sex Bomb and Ladies 
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Hostel have been running to packed 
halls in Bombay and New Delhi, dis- 
placing authentic theatre. In Hindi 
films, long known for their rather 
gauche vulgarity, lurid rape scenes have 
become almost a must if the film is not 
to flop at the box office. 


Hn to some, such symptoms 
of sexual hostility have been aggra- 
vated by the cross-currents of the new 
permissiveness in which a number of 
traditional gender roles and identities 
have foundered. Hindi film director 
Mahesh Bhatt is quoted in the /ndia 
Today fortnightly news magazine as say- 
ing: “The changing attitude to sex is like 
a wind blowing over an ocean. Deep 
down we remain conservative." 

While agreeing that the opposing 
forces of liberalism and innate or- 
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thodoxy are imposing severe strains c 
the social fabric, sexologists feel thai 
the inevitable conflict can be resolv- 
ed by going forward, not backwards. 
They stress the need for proper sex 
education, both through the classroom 
and socio-medical organisations like 
the Family Planning Association of In- 
dia. 

According to a social worker “we are 
spawning a generation that has only film 
stars as its models. Their knowledge of 
sex is what they pick up from the 
streets." Many would agree that what is 
needed is a programme aimed at in- 
creasing public awareness of the ethical, 
psychological and biological questions 
involved. Which makes it all the more 
strange — and regrettable — that the 
New Delhi sexology conference should 
have chosen to hide itself behind a veil 
of coyness. It would seem that even 
among specialists, cultural habits die 
hard. oO 
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HISTORY 


Universal divine wind 


Suicide Squads: Axis and Allied Special Attack Weapons of World War Il: 
Their Development and Their Missions by Richard O'Neill. Salamander Books, 


London. £7.95 (US$11). 


The Sacred Warriors: Japan's Suicide Legions by Denis Warner and Peggy 
Warner, with Sadao Seno. Avon Books, New York. US$3.95 (paperback). 


The Kamikazes by Edwin P. Hoyt. Jove Books, New York. US$3.50 (paperback). 


T. Japanese pilots who were trained 
to plunge their planes into enemy 

ps in the final months of the Pacific 
War earned the word kamikaze a place 


4n the English and many other lan- 


guages. They also spawned dozens of 
books which commonly view their suici- 
dal deeds as privately daring acts of pub- 
lic desperation. But some Japanese are 
"editing their bravery for Japan's post- 
war success. 

The very first kamikaze books read 
like perfunctory battle debriefings. 
Next came the more personal accounts, 
some of them self-told, others related 
by journalists or oral historians. The 
most recent publications, however, 
have been either nostalgic or academic. 

But few Japanese writers have 
studied the kamikaze and other Japan- 
ese suicide tactics as variations of uni- 
versal military practices. The task of 
documenting Japan's suicide weapons 
in a global perspective has been as- 
sumed mainly by non-Japanese. 

One of the first books to view 
kamikaze behaviour more generally 
was the French aviation historian Ber- 
nard Millot's L'epopee kamikaze (Paris, 
1970), which appeared a year later in 
English as Divine Thunder, and the fol- 
lowing year in Japanese as simply 
Kamikaze. Millot began his book with 
two examples of suicide attacks by 
American pilots in 1942. These and 


— other US suicide flights resulted from - 


"individual initiative and accidental cir- 
cumstances" as did similar Japanese 
flights in the early years of the war be- 
fore the “premeditated” kamikaze at- 
tacks that began in late 1944. 

Millot's book has been supplement- 
ed (rather than surpassed) by two Ame- 
rican studies. Hoyt's (former REVIEW 
contributor) The Kamikazes, first pub- 
lished in 1983, is a straight narrative ac- 
count like the dozens of other naval and 
military histories by the same author. 
While it makes some use of recent 
(1970s) Japanese sources and is reada- 
ble, its general reliability is marred by 
errors in historical names and sloppi- 
ness in the romanisation of key Japan- 
ese words. 

More inspired in every way is the 
Warners’ and Seno’s The Sacred War- 
riors, which first appeared in 1982 but 
not in time to benefit Hoyt. Not only is 


this larger book more comprehensive in 
its coverage of other Japanese suicide 
weapons, but it has original interviews 
with suicide squadron survivors. 
Neither Hoyt nor the Warners and 
Seno discuss suicide tactics in other 
countries, however, thus leaving this 
topic entirely to British military jour- 
nalist O’Neill, who also gets some 
names wrong. Although his Suicide 
Squads appeared two years before the 
other two books, neither lists it in their 
bibliographies. But their authors (espe- 


cially Warner et al) cite Japanese-lan- 
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Kamikazes: defence rough Tagen power. 


guage sources, while O’Neill appears to 
have used only English-language mat- 
erials on Japan and the other Axis coun- 
tries (except one book in Italian). Un- 
like Hoyt, who apparently relied entirely 
on US libraries, O'Neill did fieldwork in 
Japan. And like Warner et al, he incor- 
porated original interviews into his text, 
which is incomparably the best illus- 
trated. 


l| three books explain that 

kamikaze (the Japanese reading of 
two Chinese characters which mean “di- 
vine wind") alludes to the typhoons 
which destroyed the Mongol fleets that 
invaded Japan twice in the 13th cen- 
tury. “Divine Wind" was adopted as 
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the name for the Special Attack We 
because it symbolised the magical | 
power that Japan needed to keep the - 

advancing enemy from reaching its d 
shores. E 

O'Neill's book, more than the other 
two, discusses the different kinds ofa 
suicide tactics — from aircraft, | 
marines, human torpedoes and piloted, 
bombs to frogmen, anti-tank squads 
and amphibious motorboats — which 
Japan developed during the war. It er 
discusses at great length suicide | 
weapons in other countries. 

The Americans are credited with de- 
veloping the first “special attack" sub- | 
marine during the War of Independence | 
in 1776. More advanced models were | 
deployed against British ships in the | 
War of 1812, while the Confederate | 
Army built suicidal submersibles during ? 
the Civil War of 1864. ^ 

By World War I, most naval powers - | 
(Britain, Russia, Japan and the US) So" 
had midget submarines, some of them | 
based on Dutch designs. During World — Y. 
Nat II, both the Allied and Axis nations — 

: had them. The British and 
Italians built a couple of 
dozen each, the Germans | 
manufactured nearly 1,000 | 
and the Japanese produced | 
over 400. , 


The Italians, Germans | 
and Japanese all had explo- f 
sive motorboats (EMBs). | 


dive out of the boat before it - 
collided, and hence 
German writers deny that it | 
was a suicide boat." O'Neill - 
argues thatoperationallosses | 
suggest otherwise. “Like the — 
Italians before them, Ger- | 
man EMB pilots sometimes f 
made no attempt to escape - 

from boats set on collision f 
courses." Most importantly, | 
though, “German pilots 


duties as Opferkampfer |sac- 
rifice missions].” Belligerent 
nations on both sides also de- 
veloped semi-suicidal weapons like | 
human torpedoes and bombs, butfewof T. 
these weapons became operational. | 

Other war literature refers to cases 


of German and Soviet pilots who ram- | — 


med their planes into enemy aircraft. | 
Epithets like “near-suicidal” are com- | 
monly applied to American missions 
like the Halsev-Doolittle Raid on 


into Germany. All armies are known to 
carry Out “suicide operations” of some 
kind. Soldiers who act as points on in- 


fantry patrols, or serve as machine-gun- f~ 


ners, are assumed to be aware of the | 

“suicidal risks" that attend such posi- . 

tions. ; 
Like most other non-Japanese who | 


fala T 17.4 


The pilot was supposed to Ju 


"most | 


themselves referred toetheir 1 


Tokyo in 1942 and some British forays — if ( 
y ys 
















































x have \ ritten | books he: "abt m ik 
2 in efrains from making value 
b judgments about the propriety of the 
| be SP ecial Attack Forces. He shares the 
E that Japanese cultivated the rite of 
eroic self-sacrifice in battle far beyond 
| the limits acceptable to people in other 
countries. But war is war, and those 
who die patriotic deaths deserve re- 
. spect. Unlike most other writers, how- 
E. | ever, O'Neill appears to support the po- 
. litical and religious institutions that in- 
31 spired the kamikaze corps. 
b. O'Neill claims that his book “could 
12 - not have been written without the initial 
af help and encouragement of [the] Dep- 
i uty Chief Priest of Yasukuni Shrine, 
ia  Kudan, Tokyo.” In thanks to the priest, 
| “and in full accordance with my own be- 
B lief," O'Neill continues, “I respectfully 
"a urge the Government of Japan to re- 
| Store state support to Yasukuni Shrine, 
. where the men to whom J apan owes so 
| great a debt are honoured." 
| | O'Neill suggests in his closing lines 
| the extent to which he seems to believe 
| that such a debt really exists, and that it 
id ought to be repaid by nationalising a 
| Shinto military shrine — in contraven- 
. tion of a constitution that prohibits both 
| the waging of war and the endorsing of a 
| religion by the state. He quotes — and 
. italicises — the words of a former Ja- 
| . panese EMB squadron commander 
| who observed that the patriotic spirit 
| which inspired his men “isn t something 
. that belongs to Japan alone," and con- 
. cluded that ^the reason for Japan's 
E recovery since the war is, I: be- 
ve, that these many human sacrifices 
E ed good fortune; to the home- 
Brand. 


ont 


1a 


ood fortune indeed. And undoubt- 
| “SA edly one that has been well earned 
| by those who rebuilt Japan's war-torn 
. economy. But Japan's peaceful success- 
es are not quite the prizes that were 
5 ‘sought by the imperialist generals en- 
| shrined at Yasukuni. However much 
. even their souls may deserve repose in a 
| war-dead memorial, one wonders why it 
| has to be one which is based on an 
. ethnocentric religion that some politi- 
| cians would like to revive in the service 
| of a rearmed state. 
à L Yasukuni priests recently rejected a 
n compromise proposal by moderate con- 
| n servatives to separate the souls of some 
b 14 war criminals from those of the other 
| 2.4 million war dead who are honoured 
| at the shrine, including over 50,000 
| Taiwanese and Korean colonials who 
fought i in the war as Japanese nationals. 
pire eanwhile, the spirits of nearly 4,000 
— echt pilots are not being worship- 
Em by Prime Minister Yasuhiro 
. Nakasone, who has had to forgo plan- 
. ned visits to the shrine, in deference to 
. strong Chinese and milder Korean re- 
iH minders that Japan must not offend its 
| neighbours by forgetting a past for 
Ta eae they have not yet been forgiven. 
d — William Wetherall 
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Politics of ti tin pricing 1 


The Economics of Tin Mining in Bolivia by Mahmood Ali Ayub and Hideo 


Hashimoto. World Bank. No price given. 


The World Tin Market: Political Pricing and Economic Competition by William 
L. Baldwin. Duke University Press. US$45. 


i n Southeast Asia a growing number of 
people involved in mining are looking 
forward almost enthusiastically to the 
collapse of the tin price. Such apparent 
masochism is based upon estimated 
benefits that will accrue to those able to 
survive the free-for-all. Their scenario 
includes the elimination of the world's 
higher-cost tin producers, a shakeout 
among the middle and lower-cost pro- 
ducers and a future upturn in demand as 
the world recession lifts. The hard-rock 
mines of Bolivia and Britain are classed 
as the world's highest-cost producers in 
such a scenario, and the mines of South- 
east Asia as the lowest. T 

Since the world tin market is in such 
disarray — and the future prospects so 
uncertain — it might 
seem that there is little 
to be gained from any 
books written before 
24 October 1985 — the 
day tin trading was sus- 
pended on the Lon- 
don Metal Exchange 
(LME). Also, any fore- 
casts they contained 
could join all. those 
others, including 
many by international 
analysts working for 
major firms, in the 
trash can of history. 
However, the two 
studies reviewed here 
are exceptions. Many 
of those contemplat- 
ing the onrush of the supposed free mar- 
ket might do well to ponder them. 

Bolivia, the authors of the World 
Bank study argue, has for various 
reasons overvalued its mining costs. A 
more reasonable assessment would 
place it among the middle-cost range 
producers. It is true that the mines, 
especially those in the public sector be- 
longing to Combimbo (the Bolivian 
Mining Corp.) are suffering the effect of 
30 years of neglected development and 
other problems. Nonetheless, tin re- 
mains the largest single legal export 
earner in Bolivia. The country's debt 
and other problems are almost as intract- 
able as the problems of Combimbo. Al- 
though the government might welcome 
the opportunity to curb the militancy of 
Bolivia s 40,000 miners, it appears 
likely that mining will continue even 
with a'far lower price of tin. 

Ayub and Hashimoto's study is a 
most valuable one. Particularly because 
they provide for the first time a wide 
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range of accurate data coupled with an 
informed analysis. They build into their 
projections the possible demise of the 
International Tin Council (ITC), and do 
not overlook the rising tin production of 
Brazil. 

Baldwin’s book also provides valu- 
able insights. His central theme is 
“the performance of the world tin indus- 
try can best be understood as a proce 


of political price determination im- 


posed on a market that is structurally 
conducive to effective competitive pro- 
cesses." Although an economist, 


Baldwin provides a thoughtful anal?s 
of the politics of tin. He also reviews tl 
role of tin in the economies of bou.: 
producer 


and consumer countries; 
examines questions of 
supply and demand, 
price and output; pat- 
terns of mine owner- 
ship, and mining cost. 

One chapter is 
specifically devoted 
to the ITC since its 
formation in 1931, 
and its reformation 
under the aegis of the 
UN in the 1950s. He 
describes frankly the 
help and hinderance 
given to the workings 
of the various tin 
agreements (IT As) by 
governments, cul- 
minating with the fail- 
ure of the US to join 
the 6th International Tin Agreement 
and the 1982 “mystery buyer". episoc 
on the LME. The conflicts and tensions 
between producers and consumers of 
tin as exemplified by the ITAs also pro- 
vide the background to much of his 
more theoretical material. 

The World Tin Market is cogent and 
well researched. Considerable use has 
been made of material available to the 
ITC as well as from fieldwork in South- 
east Asia. Indeed, a criticism might be 
that the other tin producers are far too 
cursorily treated. 

Concluding that the ITAs are only 
the latest of a succession of attempts by 
governments to stabilise the effect of 
global competition, Baldwin predicts 
that the ending of this form of political 
pricing would not necessarily mean the 
advent of a free market. Rather, it 
would be replaced by another form of 
political pricing. With yet another ITC 
rescue package in ruins, this is worth 
some thought. — Gill Burke 
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1986 promises to be a crucial time for China, now set firmly on course for reform, but still 
battling to iron out the problems that come with it. 


In the issue cover-dated 20 March the Far Eastern Economic Review will publish a Focus 
entitled China '86. The Focus will examine the progress made in China's new directions, and 
the major stumbling blocks which have been felt so far and which are liable to occur in the 
future. 


. Once again the emphasis is heavily on the economy, as foreign investors increasingly ask 
what they are going to get out of their deals in China; and as Peking begins to feel a trade 
backlash, particularly from Japan. | 


But the political scene is also important. Will the new forward-looking men take China 
further down the road to liberalism or is there likely to be a political backlash; and what about 
Hong Kong 's future where there have been worries in recent months over China's apparent 
heavy-handedness in its dealing with the territory? 


As the world's premier publication on Asian affairs, the Review is considered an essential 
part of the business day for over 200,000 senior executives in banking, industry, government 
and the professions and no other publication has a greater command of their attention. 



















In a Focus issue, this is even more true. 


An advertisement in the FAR EASTERN ECONOMIC REVIEW continues to be the 
most cost effective means of reaching Asia's decision makers. If your company is not already 
advertising with us, why not start with this excellent opportunity by contacting: 


Ms Elaine Goodwin, General Sales Manager, Far Eastern Economic Review Ltd, GPO Box 160, 
Hong Kong, Tel: 5-734301, Telex: 62497 REVAD HX. 


/ 


Other Focuses in the Review are: | 


Asia & the Nordic Countries — 17 April 1986. 
Banking — 1 May 1986. | 
Hong Kong — 29 May 1986. 

Japan — 12 June 1986. 

Australia — 14 August 1986. 


International Investment & Finance — 
11 September 1986. 


World Bank/IMF — 2 October 1986. 

Review 40th Anniversary — 23 October 1986. 
Middle East — 13 November 1986. 

Industrial Japan — 18 December 1986. 
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| © ome 20 years ago, multilateral lend- 
| wA ing agencies like the World Bank 
_| and Asian Development Bank (ADB), 
4 m the US Agency for International 
| Development — USAID — accounted 
- for the bulk of Thailand's foreign-capital 
assistance. But the picture has altered 
dramatically during the past decade. 
Today Japanese concessionary loans 
_ plus commercial borrowings dominate 
=f the country’s foreign debt. 
| Given Tokyo's overall aggressive 
lending strategy — and its heavy em- 
phasis on Southeast Asia and Thailand 
. in particular — Bangkok is likely to be- 
.] come even more dependent on low-cost 
Japanese funding. 

According to officials at Japan's 
| Foreign Ministry, which has a crucial 
j^ . say in bilateral official-development as- 
n sistance (ODA), Tokyo is channelling 
.| increasing ODA resources to Thailand 
because of its strategic geopolitical posi- 
tion. The Japanese regard Thailand as a 
| front-line state: if communism should 
| spread from neighbouring Indochina, it 
My would threaten the stability of Asean, 
| where Tokyo maintains vast economic 
T and trading interests. Hence the Japan- 
| ese design is to provide more aid so 
P . Thailand will be economically strong. 

_ The Japanese lending took a drama- 
tic upturn after 1979, the year following 
the Vietnamese invasion and occupa- 
tion of Cambodia. The *72 billion 
d  (USs390 million) approved last year 
= made Thailand the largest recipient 
- from the Japan's concessionary-funding 
| agency, the Overseas Economic Coope- 
| ration Fund (OECF). On a cumulative 
basis at March 1985, Thailand's 467.5 
D billion commitments accounted for 
|. 9.596 of OECF's total global lending — 
= second only to Indonesia (22.1% ) which 
1 -has a long relationship with the agency. 
| | Notwithstanding Tokyo's claims, 
.| one UA which is increasingly de- 
HT - bated in Bangkok's financial communi- 
. ty is whether the Japanese funding is 
| serving Thailand's best interests. 
| s Thai officials and. Western bankers 
Y readily accept that the high concessional 
| elements of OECF loans — 3. 5% in- 
terest a year and 30 years’ repayment — 
are a big plus for Thailand, particularly 
D a time when the country is going 
| through a debt-service crunch. The 
= debt-service ratio, taking into account 
only long-term debt and excluding IMF 
= | drawings, reached an unprecedented 
| 21.8% last year. 

But there is mounting concern over 

the implications inherent in the country 
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becoming more reliant on Japan. While 
not wishing to openly make an enemy of 
Japan, the representatives of several 
multilateral and bilateral lending agen- 
cies are privately critical of the “political 
nature” of Japanese loans. Tokyo’s un- 
spoken but prime objective, these 
sources contend, is to sell goods and ser- 
vices to Japanese-funded projects. 

The trouble-plagued fertiliser plant 
in the ambitious Eastern Seaboard 
development (REVIEW, 20 Feb.) is cited 
as one example. While the OECF has 
committed ¥20.2 billion to the scheme, 
contracts worth US$252 million — more 
than twice the value of the loan — have 
been won by two Japanese-dominated 
construction consortia. 

Maintaining that assistance is sepa- 
rate from commercial considerations, 
the Japanese argued, perhaps correctly, 
that Japanese companies manage to win 
most contracts because they are more 
competitive. Since the second yen loan 
package to Thailand in 1972, the terms 


Japanese Foreign sy c Sap net 
on procurement of equipment and con- 
struction funded by these loans are 
"general untied," which means tender- 
ingis open to international competition. 
Hi the terms on consultancy 
services (plus engineering designs) 
remain “LDCs untied,” which means 
only Japan and less- -developed countries 
are permitted to participate. This has 
prompted intermittent criticism that Ja- 
panese consultants tend to favour Ja- 
panese suppliers and techniques. In re- 
cent years, up to 50% of procure- 
ment and construction contracts have 
been won by Thai contractors (includ- 
ing Thai-Japanese joint venture firms). 


Loans are considered on the basis of 


requests 
ments. 


from -recipient govern- 
Prospective projects are nor- 


mally subject to feasibility studies by 
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Japan mounts a soft loan offensive in Asia 


| Aid incorporated 


Eoy Paisal Sricharatchanya in Bangkok and Tokyo 


the Japan International Cooperation 
Agency (JICA) or some of the half 
dozen Japanese consultancy firms that it 
regularly deals with. Upon receiving a 
request, the Foreign Ministry would 
make an overall judgment before con- 
sulting with three other bodies — the 
Ministries of Finance, Internatieag 
Trade and Industry and the Economic 
Planning Agency — to arrive at a con- 
sensus on project selection, aggregate 
funding and terms. 

The decision would then be passed to 
OECF, the implementing agency 
(which operates on a year-to-year bs 
with no longer-term planning). Th 
OECF then reappraises the prospectiv ~- 
projects before final loan agreements 
are signed. Unlike multilateral agencies 
like the World Bank or IMF which 
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sometimes impose stringent conditions 
on economic reform, OECF funding is 
bilateral and imposes no conditions on 
recipient governments. 

Perhaps more damaging to Japan 
than the aid-for-trade accusation, there 
is a general agreement among the Thais 
and foreign lending agencies in 
Bangkok that OECF ‘is institutionally 
weak and that the overall quality of Ja- 
panese project evaluation and analysis 
is not of a high standard. Critics argue 
that under Tokyo's aggressive lending 
strategy, Japanese funds might be 
utilised in inadequately studied or 
doubtful projects which in the end could 
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it its economic justification 
th scepticism. Although it is 
hat large potash deposits exist 
in:the northeast of the country, work is 
ill very much in the exploration stage. 

* "Clearly, the cheap Japanese funds 
should be beneficial to Thailand but 
there is no justification that [these 
funds] should be used in bad or doubtful 
»rojects. The Japanese tend to take a 







UD 


them it the | projects turn out to yield low 
H negative] returns,” commented a 
estern analyst. 


Tk Japanese, expectedly, put u 

firm defence. In a recent series o fs 
terviews in Tokyo, Japanese officials con- 
tended that the standard of Japanese 
studies and evaluation might not be the 


world's best but they are of satisfactory © 


uality. "Otherwise, that would deny 
the legitimacy of] our global lending 
programme," commented a senior For- 
eign Ministry official in charge of loans. 
Specifically commenting on Laem 
Chabang, OECF officials said the omis- 
sion of an economic and financial 
analysis was at the request of the Thai 
Government as this was covered in pre- 
vious studies. Maintaining that the eco- 
nomic and financial aspects were later 
satisfactorily appraised, they declined 
to release the appraisal report, said to 
Jein Japanese and confidential. 
. The OECF officials conceded that 
the. agency is under-manned and that 
work is “very intensive." Compared to 
the 6,000-man World Bank staff, the 
_OECF only has 250 staff (in Tokyo and 


12 overseas offices), about 60-70 of | 


"whom are experts in various fields. 
Meanwhile, JICA and Foreign Ministry 
.Spokesmen admitted that owing to li- 
- mited experience — the history of Ja- 
| Qanese consultancy dates back less than 
20 years — there might be some weak- 
n evaluation or analytical work, 
_ which sometimes prompted complaints 
from the OECF as well as the World 
Bank and ADB. 
“The; recent erii sparked oy 












| mented another Western observer: 


shorter-term view [by putting more = 
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“The Japanese prestige was bruised and 
their credibility bloodied as a result. 
They wouldn't want to make the same 
mistake again — certainly not in Thai- 
land." Following lengthy reviews, 
Bangkok has decided to adopt a more 
cautious approach on the entire ESDP. 
In the final analysis, any drawbacks 
to burgeoning Japanese funding are a 
Thai problem. The extensive public de- 
bates last year over the pros and cons of 
the ESDP largely reflected an internal 
conflict in Bangkok's decision-making 
process over this strategic development 


. choice. 


Many Thai officials are openly wary 
about the quality of JICA studies — 
some, in fact, have suggested that the 
Japanese technical assistance program- 
me which finances such studies, be ter- 
minated. But they remain more open- 
minded about Thailand's various fund- 
ing sources. 

“A project funded by the OECF is 
no more damaging than one funded by 
the World Bank or ADB [if we have 
studied it carefully]. Japanese funding 
should be seen as an advantage to us. At 
the same time, we also want to maintain 
a favourable relationship with such 
agencies as the World Bank," com- 
mented a senior official at the National 
Economic. and Social Development 
Board (NESDB), the top planning 
agency. 

As the World Bank's position has 
been substantially eroded, there is con- 
cern in some quarters that the. World 
Bank's internationally accepted stand- 
ard of policy studies, sector analysis and 
project. . evaluation things that 
Bangkok relied heavily on in the past — 
is now lacking, which might put a heavy 
strain on hai agencies like the 
NESDB. 

World Bank lending dropped from a 
recent peak of US$634 million in 1982 to 
an estimated US$93 million this year 
and its overall presence, Bangkok- 
based staff as well as visiting missions, 
has been reduced by a third. Due to its 
far longer presence in Bangkok, Thai- 
land's outstanding debt with the World 
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the biggest chunk of public external 
debt — roughly US$2 billion or 26.8% 
of the total at end-1984, compared to 
about US$1.2 billion from Japan. 

But officials say the Thai evaluation 
capability in these areas has signific- 
antly improved over the past decade. 
Sectors like rural development or some 


| aspects of infrastructure such as high- 


ways are said to present no difficulty, 
while the technical configuration of 
modern infrastructure or large indus- 
trial projects, where Thai experience is 
still lacking, can be farmed out to out- 
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| of OECF's. _ lending — 


| Bank (including IDA) still accounts for | | 


. recipient countri 
the funds. 
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“Once o developii 1 
vated from IDA elig 
have to borrow at [comm 
rates. There is no mid-point in be 
Many of them cannot afford the IER 
rates; that's why countries like Thailan 
are turning to us, We provide the mid- 
point rates," commented a senior loans 
official at the Foreign Ministry. : 

IDA, the bank's softloan a 
charges 0.75% interest a year agai 
the near-commercial IBRD rates of 8,5 
9%. By comparison, OECF charges i 
terest rates according to recipient cou 
tries’ per capita income and other eco- 
nomic criteria — Thailand and I 
donesia pay the same 3.5% wh 
Bangladesh is charged only 1.25% _ 

(The World Bank in fact operates a 
programme in India, China and sev 
other countries where IDA and I 
loans are blended. However, most p 
tential borrowers would probably opi 
for the Japanese funding because n- 
like the World Bank, it carries no to 
conditions.) 
















































Becoming aggressive only withii 
past decade, the OECF's total globa 
commitments (fiscal years 1966-84, er 


ing March 1985) topped ¥4.9 trill 
(US$26.6 billion), Of the US$40 billi 
Japanese official oo 
ance target during 1986-92 — m 
double the gros six years’ le 
about 40% is projected to be dis 
through OECF. Meanwhile, the ba 
global programme now runs to the tune 
of of USS2-D3 billion annually. 
Asia has been the largest ge g 
cal recipient zone, accoun 
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Given these: trends, the Agen à 
tries are likely to receive incr 
OECF funding in the vears to « 
The funding resources don not: a 





view. However, with he 
slowdown in this region which 
ed many countries to. im pose 
foreign-borrowing or bud 
backs, the key question 
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Lincoln Kaye in Jakarta 


| Ithough newer borrowers, such as 
China and India, may be starting to 
laim more of. OECF's attention, Japan 
nd Indonesia: continue to dominate 
ach others" foreign-aid scene. In- 
MUS qid: the chief beneficiary of 
eio : Longi by practically any mea- 

1 er or Due of the aen 































































vue he ‘only: donors to outrank the 
OECF in Jakarta's foreign-aid league 
Are such multilateral lenders as the 
World Bank and Asian Development 
jank. Even the ADB out-lends the 
OECF by only 20% or so. Among bilat- 
eral-aid donors to Indonesia, Japan 
comfortably leads the pack, providing 
r more than its nearest rival, the US. 
ost. European members of the Inter- 
overnmental Group for. Indonesia 
IGGI) ante up only about-a tenth as 
much as the OECF each year. 
<s Yet, of the 1,000-plus - foreign-aid 
bureaucrats in. various embassies and 
missions here, hardly any non-Japanese 
admits to being in the same business as 
the OECF. Officials of the multilateral 
agencies, who pride themselves on their 
dispassionate economic tutelage of their 
lient countries, regard the OECF as a 
ne-too- -subtle instrument of Japanese 
mmercial and diplomatic policy. 
It can hardly be expected to exercise 
e same sort of “bankerly” detachment 
ind rigour as the ADB or World Bank 
in project assessment, the officials feel. 
Nor, they add, is it within the OECF's 
et to come Rd with macro- 








gestion d that i dup s 'OÉCF 
asa strong rival of the bank 
| Asia or that it is “stealing” 
| e But eni ac- 


heir likely i impácto on the borrower 
untry's economy. Still, the decision 
oject selection, they point out, lies 
he borrower rather than with the 


Wi ether a competitor of the World 
ank or not, the Japanese bilateral-aid 









omic cooperation between Japan and 
eloping countries in Southeast Asia 





— set up in 1961 “to promote eco- 


other regions by contributing to |... 













of the in World Bank country ı re- 

port (REVIEW, 16 May '85). i 
Other IGGI donors, however, view 

the OECF as very much a "mega- 


| bank,” of a quite different order from its 


“competitors” in the field of bilateral 
aid. For one thing; the financial clout of 
the Japanese fund is so much larger, 
both globally and in Indonesia. Unlike 
rival countries, Japan segregates the 
funding arm of its aid programme (the 


. OECF) from its technical-assistance 


agency. Then, too, Japan funds more 
than 90% of its aid programme with soft 
loans, rather than grants — a far higher 
proportion than most bilateral donors. 
But the most telling difference be- 
tween Japanese aid and that of other 
IGGI members is in the scale 
and scope of the projects. 
Other [GGI members claim 
to focus their efforts on 
training programmes and re- 
gional development; the 
OECF sticks to big-ticket 
civil works. "We try to run a 
people-to-people program- 
me, very grassroots 
oriented," explains an aid 
administrator in a Western 
embassy; “while they [the 
OECF] run nothing but capi- 
tal-intensive ‘commodity drop’ projects.” 
Such projects have become Japan’s 
special province in Jakarta’s overall 
foreign-aid picture. Indonesia likes 
each of its aid denors to focus on pro- 
jects in a particular area of expertise, ac- 


Sector 


cording to Mochtaruddin: Siregar, the 


section head at the national planning 


their economic development and | stabil- 
ity" — has grown into a major player in 
development financing in. East Asia. In 


recent years the OECF has provided al- 


most half as much as the World Bank 
lends to the region every year. In 1984 
the OECF lent US$1.6 billion to East 
and Southeast East Asian countries com- 
pared with World Bank's US$3.3 billion. 

In the past, the bank has co-financed 


| projects with OECF but such coopera- 
tion has dwindled in recent years. The 
only firm co-financing prospects. that 
-the bank currently has with OECF in 
Southeast Asia are a power project in 
| Papua New Guinea and an education 
project in Indonesia. | : 
World Bank offi cials routinely travel | 





development programm 
lians for projects in the € 


| our country, to the Americans for ag- 
| ricultural research and training. To the 
| Japanese we turn for infrastructural 
projects like irrigation, , 


road- building 
and, lately, airports.” 

“That’s a pretty attractive piece of 
the pie they've carved out for them-. 
selves," comments one envious dip-. | 
lomat in the commercial section of an 
IGGI embassy. If multilateral and 
IGGI aid administrators tend to dif- 
ferentiate themselves from the Japan- 
ese, trade-promotion officials see them- 
selves as very much in competition e 
the OECF. In the view of the commer- ' 
cial section diplomat, “they're nothing 
but a soft-loan window for the Japanese 
Export-Import Bank.” 

Not all of the beneficiaries of OECF | 
contracts are Japanese, counters the ` 


 OECF COMMITMENT S IN INDONESIA 


T — MH Es 


: Irrigation/disaster control, 
| agriculture & fisheries 
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fund's chief Jakarta representative, 
Hiromiki Itoh. Taiwanese consultants 
and South Korean equipment suppliers 
and engineéring contractors have man- 
aged to win jobs in Indonesia as well. 
That way, Japan can spread its largesse 
among several of its aid clients at once 
with each project. 


to Tokyo for consultations on 1 issues in- | 
cluding OECF operations. But their a 
proaches aré very different, reflecti., 
the nature of the two institutions. Both 
the bank and the OECF lend to govern- 
ments on requests initiated by the latter. 
But unlike the multilateral institutions, 
the OECF is responsible directly to a 


single government and the criteria it 


applies are quite different from that of 


: the bank. First, the World Bank has to 
consider the | credit-worthiness of a 


country — whether it can lend at all, at 
IBRD terms, to that country. The pro- 


_ ject has to have an acceptable economic 


rate of return and the borrower has to- 
provide the institu land policy en- 
vironment to make the project work. 
This may call for a number of condi- 






tions to be attached to the loan, which 













wers might find time-con- | 
'gotiate or onerous to come. "s : 



















But Itoh freely admits that the 
OECF's terms are soft indeed: 30-year 
loans at 3.5% interest with a 10-year 
grace period. The conditions are even 
sweeter than those prescribed in a 1984 
presidential instruction (Inpres VIII), 
where Indonesia spelled out the basis on 
which it was willing to borrow — 3.5% 
for 25 years with seven years' grace. 
Rival aid donors charge that the Inpres 
terms were tailor-made by the Indone- 
sians to Japanese specifications. 


he Inpres stipulations put the 
OECF at an even greater advantage 
now than they did when they were 
drafted, since the rules specify that the 
credit must be denominated in the 
nors own currency. The strengthen- 
ing yen makes lending at 3.5% a better- 
aying proposition for Japan than for al- 
most any other donor. Jakarta has al- 
ready rejected offers of multi-currency 
loans by European countries, 
Mochtaruddin reports. Bapenas also 
owns on proposals for “mixed” financ- 
ng that combines straight Exim Bank 
credit with grant money to arrive at a 
"concessionary" melded rate in line 
with the Inpres. 

So while recession and bureaucratic 
resistance force some IGGI donors to 
cut back their programmes, the OECF 
plans to add nearly 15 projects a year to 
its asset book and increase its lending by 
about 5% annually, according to Itoh. 
And, to handle this burgeoning loan 
portfolio, the OECF manages to make 
do with a resident staff of only three ex- 
patriates in Jakarta. For continuing 
monitoring in the field, Itoh explains, 
OECF looks to JICA's 200-odd min- 
ions, mostly technical consultants. But 
the OECF does not rely exclusively on 
non-financial personnel to supervise its 
asset quality, Itoh adds: a two-member 
assessment team is flown out from 


^ssesses whether it could pay for itself. 

However worthy a project may be 
when we take it before the board of di- 
rectors,” a World Bank official 
explained, “we need to explain why it 
could not be funded through other 
sources . . . what expertise the bank 
could bring to it that other funding 
[sources] could not." 

Another difference between the 
World Bank's approach and that of 
OECF, or any bilateral lender, is in 
the broad domain of development phi- 
losophy. The bank can consider a parti- 
cular sector of the economy chosen by 
the borrower as not being a priority. For 
instance, the bank may have a rigid po- 
sition against subsidisation of interest 
rates where a bilateral donor may find it 
a decision to be left to the borrower. 

Obviously, the OECF too makes its 
study of the economic and financial rate 
of return of projects it undertakes. But 
it can take into account aid and trade as- 
pects which are tied to Japan's larger 


FAB EASTERN ECONOMIC REVIEW e 27 FEBRUARY 1986 


Tokyo for a two-week review of each 
proposal before a project isundertaken. 
The OECF does not assess projects 
on a financial rate-of-return basis like 
the World Bank, Itoh explains, since it 
looks to the Indonesian Government, 
not the individual project, for repay- 
ment. Rather, OECF ranks projects by 
priority on the basis of the "absorptive 
capacity" of the recipient countries and 
line agencies. In effect, this formula 
rates OECF borrowers according to 
their ability to spend expeditiously. 

Indonesia has managed to spend 
about half its OECF commitments, giv- 
ing it an “absorptive capacity” of about 
50% — "neither the best nor the worst" 
among the fund's recipient countries, 
according to Itoh (who presided over 
the rescheduling of the OECF's Mani- 
la portfolio before moving to Jakar- 
ta). 

In general, he observes, newcomers 
to the OECF's 60-country roster of bor- 
rowers tend to "absorb" funds with 
more alacrity than yen-glut- 
ted old customers. Hence 
the attraction of such “new USS mi 
flings” as China and India, ^ Massi) 

: - que 
plus some of the African 
and Latin American clients 
foisted upon Japan by the 
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political considerations. It certainly is 
not a coincidence that more than 60% of 
OECF financing goes to the countries of 
East and Southeast Asia — sources of 
raw materials and markets for Japanese 
industry. World Bank officials, how- 
ever, caution that calculations about 
promoting a country's trade or industry 
or enhancing political advantage are 
true of all bilateral arrangements. 

The World Bank does have concern 
about some of the OECF projects in 
East Asia. The problem is not so much 
with viability of a project as with financ- 
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aid-weary US. Itoh predicts that these 
countries will be the main benefi- 
ciaries of Prime Minister Yasuhiro 
Nakasone’s recent pledge to double 
Japan's aid appropriations over the next 
seven years. 

At the same time, if Indonesia's 
OECF allocations continue to grow at à 
compounded rate of 5%, at the end of 
seven years its proportional share in the 
fund's overall portfolio will be consider- 
ably less than it is now. Already, there 
are signs that Indonesian projects are 


, coming in for closer scrutiny: a post-ap- 


praisal team is coming out from Tokyo 
in March to assess completed road- 
works in Sumatra from the standpoint 
of regional and sectoral impact. 

This is the first such exercise OECF 
has undertaken here, Itoh points out, 
and only the third worldwide (the other 
two were in Malaysia and Thailand last 
year). He hopes the OECF's Jakarta of- 
fice can draw on valuable lessons to help 
chart its future lending course. ü 
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ing the project prematurely. “What we 


are talking about," a bank official said, 
“is not whether a project financed by 
OECF is wise or not but whether it is the 
appropriate time to go into it. For in- 
stance, a big house may be required for 
a family that is expected to grow in the 
future but it may not be the right time to 
start building it." Understandably, the 
World Bank would not like to point an 
accusing finger at any country, nor certain- 
ly at the OECF. In the final analysis it is 
the sovereign decision of a borrower as to 
how it wants to spend its money. Oo 
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Counting the cost 


Philippine business fears new hardships now that voting is over 


By Jose Galang in Manila 


lections always make businessmen 

apprehensive: there is always the 
possibility of changes in government of- 
ficials and policies. But the Philippine 
presidential and vice-presidential polls, 
on 7 February had just the opposite ef- 
fect: they raised widespread jitters be- 
cause the results favoured the incum- 
bent administration. 

The business community’s fears have 
been exacerbated by feared adverse ef- 
fects on the economy from massive gov- 
ernment spending in the run-up to the 
voting. And they have not been eased 
by the launching of a civil-disobedience 
campaign on 16 February by opposition 
candidate Corazon Aquino. 


The imbroglio is threatening the- 


country’s economic-recovery program- 
me launched in January 1985 under the 
aegis of the IMF. A week after the 
elections, the fund delayed from mid- 
February to March a review of the 
country’s economic performance in the 
fourth quarter of 1985 — a requisite for 
the release of the final tranche of a 
standby credit facility of 615 million 
special drawing rights (SDR, equal to 
some US$692.4 million) extended in late 
1984 in support of the economic pro- 
gramme. 

Results of the IMF review (specifi- 
cally those dealing with the Philippine 
Government’s adherence to targets for 
fiscal and monetary growth) will also 
determine the release of the final instal- 
ment of the new credits totalling US$925 
million committed in May 1985 by the 
country’s 483 foreign-bank creditors. 
Manila had banked on this financing to 
boost its resources for operating and 
development spending up to mid-1986. 

The uncertainties have dampened 
the investment climate which only in 
December 1985 was starting to look up 
owing to lower inflation and interest 
rates. During the campaign period from 
December, the level of reserve money 
(currency issue plus reserve balances of 
deposit-money banks with the central 
bank, less cash in Treasury vault) rose 
by a total of P9.8 billion (US$450 mil- 
lion). By 10 February, reserve money 
was at P.41.5 billion. 

The Central Bank of the Philippines, 


- vowing to avert a return of inflation to 


double-digit levels (in January. 1986, 
inflation was 3.8% . year-on-year, 
the lowest since the record high of 
63.8% in October 1984), announced on 
17 February measures to sop up some of 
the money released during the cam- 
paign. Yields on government securities 
were lifted to 28-30% a year, from 18- 
21% previously. The central bank needs 


to bring down reserve money level by 
more than P4 billion in the five weeks 
from 17 February. 

Central bank governor Jose Fernan- 
dez expects the mopping up operations 
to be difficult. “But we will have to 
apply pretty strong medicine in avoiding 
double-digit inflation," he said. 

Under its commitment to the IMF, 
the Philippines was to keep the growth 
of reserve money to P38.4 billion at 
end-1985 and to P37.4 billion at the end 
of first-quarter 1986. The budget deficit 
was also to be kept to P 13 billion for the 
whole of 1985 and a similar level for 
1986. The 1985 deficit target was al- 
ready an increase from the old standby 
goal of P6.2 billion, with the increase 
approved in Novem- , wewovronovce 
ber, enabling the 
government to go on 
a spending spree to- 
wards the year's end. 
Huge withdrawals of 
the national govern- 
ment from its cash 
balances with the 
Central Bank of the 
Philippines in the 
two months before 
the elections bloat- 
ed the money-supply 
level. About a quar- 
ter of the national 
budget for 1986 was 
released in the period 
to the elections. 

Government of- 
ficials said the with- 
drawals, which the 
national government 
was entitled to make 
at any time, were 
used to finance infrastructure projects 
— normally undertaken in the summer 
months (March-May). Critics, how- 
ever, are convinced that the funds re- 
leased were aimed at influencing the 
electorate. 


L2" business confidence, massive 
flows of political largesse during the 
campaign and the uncertainties sur- 
rounding Mrs Aquino's civil-disobedi- 
ence drive (added to the continuing low 
crediblity of the Marcos administration) 
are expected by most businessmen and 
economists to result in another decline 
in the gross national product this year. 
Economists at the Centre for Research 
and Communication (CRC), for in- 
stance, believe that GNP will fall by 
2-3% in real terms this year, after de- 
clines of 4% in 1985 and 5.3% in 1984. 
The most debilitating effect of the 
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Central Bank: huge withdrawals. 








economic crisis, which began in late 
1983 due to a serious foreign-exchange 
drought as the country’s creditors cut 
off lines following the murder of top op- 
position leader Benigno Aquino (Mrs 
Aquino’s husband), has been a con- 
tinued drop in investments. This is seen 
as worsening in light of current develop- 
ments. 

Gross capital formation in 1985 
dropped by 14.8% from the previous 
year's mark. At constant 1972 local-cur- 
rency prices, the 1985 amount was only 
50.7% of its level in 1980. As a compo- 
nent of GNP, gross capital formed in 
1985 was 15%, compared to 16.9% in 
1984 and 28.7% in 1980. The continued 
erosion of business confidence and, as à 
result, real investment, is seen as a f. 
to growth in the coming months. 

Bernardo Villegas, senior vice-presr^ 
dent of CRC, is convinced that “there is 
no way we can have a positive growth in , 
1986." He believes that “the situation 
will worsen if Marcos insists on stay- y 
ing,” but that a smooth transition 
an Aquino administration will n 
necessarily lead to 
miracles. However, 
a government led by 
Mrs Aquino — ac- 
cording to Villegas 
and some other busi- 
nessmen who agree 
that the election 
was fraudulent — 
will be able to attract 
private investment, 
both from Filipino 
and foreign invest- 
ors. 

Within a week 
after the elections, 
rates on Treasury 
bills had already 
risen by three per- 
centage points from 
previous lows of 16- 
19%. The central 
bank has started cf- 
fering up to 22% « 
30-day placements, 
according to banking sources. 

Businessmen fear that the central 
bank’s mopping-up tactics may drive 
sky-high the cost of operating capital. 
Shortly after the May 1984 elections for 
the national assembly, the central bank 
floated debt instruments that offered 
yields of up to 40% — which pushed 
bank lending rates to around 50% a 
year. That crippled many industries that 
were not able to cope with high costs of 
funds on the one hand and low con- 
sumer demand on the other. 

While the higher government spend- 
ings during the election may temporar- 
ily boost ecce ii economists sus- 
pect that this will be offset by the pro- 
jected decline in capital formation stem- 
ming from reduced investor confidence. 
In such an environment, only few indus- 
tries producing essential commodities 
may be able to keep going. oO 
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Whether you’re an exhibitor or visitor, this 

programme is a MUST for your diary. 
Each event listed here, is a professionally- 

s managed international trade show. Guaranteed 

SUNY to attract thousands of prime business prospects 

who have the authority and funds to conclude 

worthwhile business with you. 

The venue, is the spectacular Dubai 


a5 International Trade Centre — the finest 
Oo Uv Exhibition Centre in the Gulf. 
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5. 8NOV. Motexha & Childexpo 


Trade Fairs 


16-20 FEB. Arab Air Exhibition 
16 NOV.-2 DEC. 27th Chess Olympiad 





Gulf Communications '86 
2nd Arab Gas Technology EXHIBITIONS — EARLY 1987 
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16-20 MAR. 





25-29]AN. Gulf Maritime Exhibition 


7-11 APR. Gulf Furniture Show Arab Health Exhibition 


Arab Dental Exhibition 


Arab Laboratory 
Equipment Exhibition 
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Arab International Toys, 





24-28 APR. 


Games and Amusements 


8-12 FEB. 


2-11 MAY. International Gulf Trade Fair r a am um uum um GR UD ee GM ee ee =j 





Please send me (Tick appropriate box) 
1 D a complimentary invitation for i 










12:46 OCT. 3H) Arab Water Technology 
Exhibition 


3 O information on taking a stand at 
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26 -29 OCT. Fire Equipment Exhibition i Mail the coupon to: Trade Centre Management Co i 


P.O. Box 9292, Dubai, U.A.E 
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2nd Middle East 
Refrigeration, Ventilation 

26-29 OCT. and Air-conditioning 

Exhibition 


For more details, write to us at the address below: 


MM gall ynylaull uua j jo 
WIE cuba international trade centre. 


P.O. Box 9292, Dubai, UAE. Tel: 472200 
Tlx: 47474 DITC EM. Fax: 373493 





6th Gulf Computer 
Exhibition & Conference 
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COMPANY PROFILE 


Kumagai Gumi banks 
on the right partners 


By Bruce Roscoe in Tokyo 


Kumagai Gumi Co. is a 
company that believes in 
being prepared: last 
year, it submitted 7,000 
Japanese passport appli- 
cations (it has more than 
7,000 staff) — just in case. It grew 
by aggressively seeking overseas busi- 
ness, becoming Japan's biggest con- 
struction company in terms of the value 
of orders received and of recurring pro- 
fit, and it wants each employee to be 
prepared, at least mentally, to leave 
Japan at any time. 

Kumagai's foreign-order book has 
nearly tripled that of the value of its 
nearest competitors to account for 42% 
of total orders, in 1985. In the last 10 or 
so years, Kumagai has set up branch of- 
fices and joint-venture companies in 
Hongkong, Singapore, Jakarta, Kuala 
Lumpur, Manila, Peking and several 
Australian and US cities — as well as 16 
overseas subsidiaries. 

A lot of questions are being asked 
about how Kumagai has done so well 
abroad so quickly, not least within the 
Construction Ministry. “We have asked 
the company the same question several 
times, but they will not tell us," said one 
official. Kumagai is approachable, but 
will explain little of its innovative pro- 
ject-finance and management tech- 
niques, the key factors which many ob- 
servers believe have allowed it to waltz 
into foreign markets and leave local and 
foreign competition bedazzled. 

Australia is a case in point. In the 
space of just over two years Kumagai 
had secured, at last count, 31 projects. 
North America is Kumagai’s second- 
fastest growing market. But it should be 
noted that in an overwhelming majority 
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Sydney Harbour Bridge; Kumagai: Centre, Kuala Lumpur: bold visions, bold profits. 


of cases the foreign projects have been 
selected on Kumagai’s behalf by a local 
partner. Kumagai appoints itself or in- 
dependent consultants the task of assess- 
ing. the viability of proposed work. If 
the go-ahead is given, Kumagai changes 
into a creature which may, with little 
exaggeration be called a construction 
bank. 

The figures are impressive: 
> Y1.019 trillion (US$5.6 billion) worth 
of contracts secured in the year ended 
30 September 1985. 
» Foreign orders for the same year of 
Y 435.9 billion, 42% of the total, 160% 
up on 1984, and approaching half the 
value of all foreign contracts secured by 
the 43 members of the Japan Construc- 
tion Association (#959 billion). 
» Income from domestic construction 
rose 4.6%; but from overseas construc- 
tion and real estate, 15%, for an 8.3% 
gain in recurring profit. By contrast, re- 
curring profit for three of Kumagai’s 
competitors (Taisei, Ohbayashi and 
Shimizu) declined by an average of 
1575. Nomura Research Institute sees a 
Kumagai foreign-order book of ¥440 
billion this year. 

Kumagai president Taichiro 
Kumagai, aged 52, extols a five- 
pronged strategy for succeeding over- 


KUMAGAI GUMI FINANCIAL RESULTS 


Earnings 
a share 


41.9|| 43.9)| 


Profit 
after tax 
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*Financial year to 30 September. 
1986 and 1987 figures are forecast by Nomura Research 





Notes: In earnings a share “A” is for non-consolidated; "B" for consolidated. 
institute : Md 











seas: choose the most reliable local part- 
ner; make quick decisions; attend to all 
the client's financing needs; use foreign 
construction staff; remove all worries, 
such as promotion, that usually accom 
pany long overseas postings for Japan 
ese executives, and specially reward 
those who serve long periods abroad. 

Japanese  construction-industry 
analysts would add one more factor: 
take over the role of Japanese trading 
houses in introducing Japanese contrac- 
tors to foreign projects. Trading houses 
have done well out of following up such 
introductions with machinery and build- 
ing-material exports. Kumagai is arm- 
ing itself with a cluster of its own import- 
export and financing companies to take 
over that role, too. 

Kumagai's style is not for all Japan- 
ese construction companies, and some 
executives of competitors have publicly 
criticised Kumagai for exposing itself to 
so much project and currency risk. But 
there is perhaps more envy than jeal- 
ousy. And some competitors are seek- 
ing to mimic the Kumagai strategy. 


higeru Honda, president of the 

smaller Hazuma-Gumi, recently ad 
monished his staff: *If Kumagai Gumi 
can do it, why can't we?" The company 
then teamed up with trading house C. 
Itoh and Co. to redevelop Seattle prop- 
erty worth ¥50 billion. Still smaller 
Fujita Corp. says it cannot imitate 
Kumagai so quickly. But Fujita presi- 
dent Kazu Aki agrees there is scope for 
expansion in the US. “We will go into 
the US in our own way," he says. 

Many Japanese construction com- 
panies are now rethinking their at- ` 
titudes towards . foreign 
property development 
after having watched 
Kumagai pick up US$1.2 
billion worth of Manhat- 
tan office-block and con- 
dominium-redevelopment 
work in the past 15 
months. This is not to say 
that the company has neg- 
lected its home market: it 
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perty ma in » Atlanta. 

bsidiary's president aside, all 

Tf are American. “We needed staff 

T with a feel for US investment deci- 

“sions,” explains Ohbayashi managing 

. director Shoji Shigeno. 

- Competitors admit they find it hard- 
er to-set up.a decision-making. process 
that will work as fast as Kumagai’s. Ja- 

anese companies are renowned for 

aail-paced decisions, but Kumagai has 
made ita point not to dither. Kumagai 
managing directors boast they can get a 
definite decision on construc- 
tion-project participation within 
two weeks or less. That may 

-seem like a long time, but in 
Japan, corporate decisions can 
take months. Ichiro Hoshino, a 
senior managing director at top 
Kumagai competitor Shimizu 
Construction Co., says Shimizu 
could. take up to six months to 
take a. decision on. US property 
investment: if the project risk 
were high. 

Kumagai senior managing 
director Moto Otsuka would 
scoff at that. "There are no big 
profits without big risks," he 
says. "Rather than chase small 
profits by taking small risks, we 
are determined to go after big busi- 

ess." 
. Management philosophy of that vein 

* was responsible for exposing Kumagai 
to a total foreign risk of ¥ 187.5 billion 
in its 1985 year (ended 30 September), 
just over double the year-earlier figure. 
Kajima Corp. president Shoichi Kajima 
has said Kajima could not think of com- 









though opinion is divided within the in- 
dustry on the advisability of Kumagai- 


growing number of smaller construction 


Kumagai as a model. 


free will. The big push into foreign mar- 
. kets was forced upon the company by a 
succession of Liberal Democratic gov- 
ernments which have been determined 
to spend. niggardly on public works. 





E mitting itself to this level of risk. Al-- 


-| style operations, analysts say that a. 
companies are beginning to look To 


For the record, Kumagai did not 
apply for all those passports of its own 


: Domestic demand will not rise, so ex- 
j trahan woes have been r 


port — thus the thinking went. In this- 
p .panese. media. Kumag;: 


orts comprise a range of finan- | | 


BR Foroion order T 


Source; Japan Construction Association. — Source for estimates: Nomura Research Institute. 
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It. would. ‘not be fair to say that 
Kumagai was able to expand in this way 
as a result of government assistance. a 
view commonly but erroneously held 
throughout much of Southeast Asia. 
There are no subsidies, though low in- 
terest rates may be seen as an indirect 
form of official support. The notion that 
the construction industry is a prime reci- 
pient of government support is regarded 
as a poor-taste joke by the Japan Feder- 
ation of Construction Contractors, 
whose chairman, Rokuro Ishikawa, 
claims half the country’s | 516,000 
licensed contractors are on the verge of 
bankruptcy because of government re- 
fusal to stimulate the industry. 


For sure, Kumagai has political con- 
nections, probably the best. Former 
Kumagai president Tasaburo Kumagai, 
who with his father Santaro founded the 
business in 1938, was elected to the 


upper house in 1963, and holds this seat 
today. He has served as political vice- 
minister of the Ministry of International 
Trade and industry, and was a cabinet 
member in the Takeo Fukuda govern- 
ment, with the portfolio of director-gen- 
eral of the Science and Technology 
Agency and minister of state. It is an 
ironic twist that from this inside political 
perch, the best advice Tasaburo Kuma- 
gai could have given his company would 
have been that there are no ig projects 
at home, that there will be none for 
quite a while, so leave. 

Despite its spectacular success in 
doing this. there are problems. Kumagai 
ar need to exercise more care over its 
conscious of the need to create a corpo- 
rate image fit for foreign consumption. 
It will take a long time in Australia to 
shake off the perception of quick suc- 
cess through gangster affiliation. Typi- 
cally, few if any of Kumagai’s Aus- 






anre e Ht a e I A NI e 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


i 


| 
| 
| 





1 
| 
| 
| 
| 
i 
| 
| 
| 
| 
| 
| 
| 


i 
I 
H 
1 
i 
i 
T 
t 
1 


orted by Ja-: 
‘should not | the example it sets to its rivals. 
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| “development subsidiaries, Kis 
| New York Corp., as à conduit f 

| pected personal investment Dr. 
| pine President Ferdinand M 
| Manhattan real 


| this was so, and the charge was 


| say they cannot comment on 










the efforts of c 
politicians — in 
Kumagai has never had to 
about public scrutiny thre 
tion politics in Japan, either. 

Questions have also been t 
possible use of Kumagai Gumi 
operation and one of its US p 
















estate. New b 
weekly Village Voice recently s 


peated by the Japanese weekly. 
Bunshun, Kumagai Tokyo. spo 










But the construction industry as 2 
whole is notorious for suspicious mot 
movements, inevitably because the vol- 
umes of money are so large, and 
Kumagai, at least in Japan, is neith 





















more nor less notorious ian mos 
construction companies of simi 
And though it has made an» 
advance abroad and risen tot 
tion of top contractor, Kumag: 
largely a Japanese affair, d 
the home market for most of it 
As an international contractor, 
gai ranked 12th in 1984. But it 
foreign-order value (as coi 
all orders) was still only half. 1 
the biggest contractor in the wo 
the US firm of Kellog, whose ove 
orders accounted for some 79% o 
total orders. | 

Kumagai is already on the way 
putting up the tallest buildings in C 
Indonesia, and Australia. This feat 
achieved earlier in Malaysia with. 
construction of the Dayabumi com 
But the company's muscle undo b 
will be felt most in tactical f 
which on some projects of note 
rendered the system of internat 
tendering practically redundant, ar 






























































Kyoj - Machida said 
Jakarta was black, Kuala 








| ig to Kumagai's ex- 
perience as a general 
the three cities, and their 
ctive levels of corruption. A Kuala 
ur property developer concurred: 
"That essentially reflects fair 
nent." His colleague heading up 
lakarta operation agrees that 
ack” is an apt adjective. 
achida ^ should know. He 
rheaded Kumagai's push into Asia 
ars ago, and has since spent a total 
of eight years in Hongkong, and four 
years each in Malaysia and Taiwan. The 
‘nce between Machida and most 
nior executives of Japanese con- 
n companies is that Machida has 
ot returned to a head-office job in 
hose20years. ^ ^ ^ | ^ 
|... It is Kumagai policy that their over- 
, Seas staff are not tourists. Most big Ja- 
. panese companies will not keep staff 
erseas for more than three years, and 




























al. The standard routine seems to 
make as much money as possible 
n hurry home. But Kumagai wants 
Its overseas representatives to become 










ipany puts it. 








Claims of a Mafia con- 
nection in San Francisco; 
an officially recom- 




























"^an Australian property 
MEME developer on suspicion 
ternational money-laundering; 








tended to attract Japanese 
. and not-so-public construc- 
Jers — the list is longer, but that 
yup the controversial events 
nd Kumagai Gumi's selec- 
istralian business partners. 
election took two years to 
i ing to Kumagai’s Tokyo 


n 1982 were simple: relax, get to 


In winning construction con- 


controlled construction 


posting longer than five years is excep- 


iperts in their respective regions — to. 
ry their bones im foreign turf,” as the | 


mended investigation of 


ver the financing of a string of | 


Headquarters instructions - 
igai's first Australia-bound exe- : 


istoms and people, and con- 








| Hongkong, Singapore and Kuala Lum- 
pur among other Kumagai locales has. 


Corruption is not a burning issue for 
Japanese contractors in the’ region, 
though they are probably more adept 
than most at the art of the gift. The word 
“bribe” is too simple. In Japanese, at 
least 10 words are used to convey differ- 
ent shades of emphasis and technique 
for what amounts to roughly the same 


| practice. And it would not be entirely 


fair to attack Japanese skills in this re- 
gard, since foreign interests must adapt 
to local operating conditions to win pro- 
jects. ea 

But mention of the word baksheesh 
draws the smile of experience to 
Machida’s lips. To the question, “Does 
Kumagai use a local consultant to chan- 
nel kickbacks to prospective clients?" 
Machida at first stalls, then states, gli- 
bly: *Not at the moment." | 

In fact, with the exception of Hong- 
kong, there is not much work in the re- 
gion at the moment, Kumagai has only 
one project of note in progress in Singa- 
pore where the lárgely government- 
industry is 
chronically depressed; Indonesia is cut- 
ting its public-works budget, and 
though there is a lot of building in.Ma- 
laysia, there are few projects of the size 
Kumagai has come to relish. 

As Kumagai aggressively moved into 
Asia in the 1960s, snapping up highway 
constrüction and other mainly civil-en- 
gineering projects, itis now.concentrat- 


[Ihe company they keep 
orings trouble at times 


tober 1985, Kumagai had won ¥202 bil- 
lion of projects in Australia, mostly 
real-estate development. Kumagai had 
got the formula for success in the rough- 
and-tumble world of Australia’s con- 
struction industry about right. And last 
year, Australia’s share of foreign orders 
for Japan’s most profitable construction 
company stood at 52.5%. 

But “construction” does not accu- 
rately describe Kumagai's services — 
there is some architecture, there issome 
consulting. Kumagai's principal lure, 
however, is cheap finance, guaranteed 


. most often by its lead bank, Sumitomo: 


In many cases, the company will realise 
its profits from a share in management 
contracts for the completed facility. Al- 
though this may not require equity par- 
ticipation in the operation of a particu- 


: | ! | lar facility, Kumagai has tended to buy 
only when dependable local E 


into its ventures. 


Thus the pattern of its operations in 
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jobs. ~ j 

Profit margins in Asia are likely to. 
shrink further if some countries proceed 
with plans to limit foreign participation. 
Government guidelines in Malaysia 
now call for roughly 30% local partici- 
pation in most projects, but by 1990 it 
wishes to have the ratio reversed, wi 
maximum 30% allocation to foreign in- 
terests. i 


A" Singapore has said it wants for- 


end of Kumagai competitiveness," saa 
Naotake Saito, Kumagai's new Singa- 
pore branch manager. A breakdown by 
nationality of construction workers on 
the Nanyang Technological Institute, a 
current Kumagai project worth *67 
million (US$370,165) explains why. Of 
the 1,200-some workers now on the job, 
S0% are Malaysian; 30%, Thai; 20%, 
South Korean, and just 10% Singapo- 
rean. 

The company nonetheless rules out 
withdrawal from any Asian country, a 
sign of its sticking power and probably a 
warning of how competitive itintends to 
be. Kumagai is simply big enough to be 
able to afford single-country losses. 


eign construction workers out of the | 
country by 1992. “That could mean the- | 


taken root in Australia; It is not the cus- 
tomary business of a general contractor 
as the world knows it; but Kumagai is 
bending the traditions of general con- 
tracting to suit its own business world. 
As Hiro Hirotomi, Kumagai’s chief 
in New South Wales, has put it: "We are 
prepared to do anything we have to in 
order to secure the head contract for a 
development. We will offer the most 
competitive fixed contracts, take equity 
in the project if necessary, arrange 
favourable loans from Japan or from 
Australian financial institutions, and we 
will even guarantee to pay any money 
needed if the project goes over'cost, as 
we have done with the Hobart Interna- 
tional Hotel." at S UNES 


Wie: finance is arranged locally, a 
V syndicate is normally led by adomes- 
tic merchant bank or trading company. 
The syndicate will have what is in effect 


a first mortgage on the building, and a 


credit guarantee from Japan. In the pro- 
cess, the local Kumagai operation will 
expose its head office to risks well 
beyond the l 

and in sor 
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Rather than pull out, it is planning an 
expansion, into Bangkok, where a rep- 
resentative office is soon to be opened. 
“Opening an office in Thailand has been 
difficult to do because of anti-Japanese 
attitudes,” confesses Warashina. 

Of competition for Malaysian pro- 
jects, Machida puts it this way. Ten 
years ago, it was South Korea verses 
Japan. Today, Machida says, 
Kumagai’s stiffest competition comes 
from the 29 or so other Japanese con- 
struction companies operating in Singa- 
oe Malaysia. “Say 12 companies 
ere bid for a local tender. Eight of the 
bidders would be Japanese, two local, 
and maybe two [South] Korean." 

One may suspect the resident Japan- 

Se construction concerns would find it 
to their advantage to cooperate rather 
^'than compete, picking off projects one 
by one according to suitability and pre- 
ference. There is little evi- 
dence of this as a trend, though 
iLsloes appen" to happen for 

he big-ticket projects. 

One example is the land- 
mark X Dayabumi North 
Goodsyard Project, the 34- 
story  Islamic-style office 
block in Kuala Lumpur, ac- 
companied by two smaller 
buildings in a single complex. 
Worth ¥28.25 billion, 
Kumagai's share is just 30%. 


Kumagai's main partners are | fe 


compatriot construction com- 
pany Takenaka Komuten 
and Nippon Steel. 

By far the grandest build- 
ing in Kuala Lumpur, the 


petitive advantage. But in structuring 
such deals, Kumagai must secure the 
lead contract, enabling it to calculate its 
final profit margin after sub-contracting 
the construction work to local interests. 


For Australian | sub-contracting, 
&umagai has chosen three main com- 
yanies, Concrete Constructions, Thiess 
Watkins and. Henry N. Walker and 
bought minor holdings in the first two. 
Although equity participation appears 
to figure highly in the Kumagai strategy, 
Kumagai executives concede they 
would make no bones about selling their 
share after a project's completion — if 
the price is right. In that respect, the 
company's "long-term" ambition is to 
stay in the business of project finance, 
not necessarily hang on as a commercial 
operator of finished properties. 

Another established element in the 
Kumagai sales technique seems about 
to be translated to Australia. The com- 
pany has notified the New South Wales 
government of its wish to build a sec- 
ond Sydney Harbour Bridge. As grand- 
iose as the idea may seem, it is precisely 
that type of sales approach which, 
should a contractor-proposed job get 
started, can make a mockery of fair in- 
ternational tendering. 


FAR EASTERN ECONOMIC REVIEW e 27. FEBRUARY 1986 


Dayabumi unfortunately seems to be in 
danger of becoming a white elephant. 
Local contractors say it is too big, too 
expensive, and ahead of its time as a city 
complex for Malaysia. But when city of- 
ficials point to the towering structure 
that seems to dwarf even the surround- 
ing hills their eyes flash with pride. 


umagai's Indonesian presence con- 
tains most of the hallmarks of a 
Kumagai operation. Six Kumagai Ja- 
panese staff in the Jakarta branch have 
lived in Indonesia continuously for 10 
years, and have married locally. 


Warashina, who headed up the Jakarta 
branch office for seven years and who 
also has three years experience in Singa- 
pore, does not expect them to return to 
Japan for a long time. Local experience 
is needed to secure the big jobs, 
Warashina says, adding that three years 


Nanyang site: foreign workers. 


While that does not diminish respect 
for Kumagai's zeal and initiative, it does 
mean that private discussion, forward 
planning and even project design can 
commence between a contractor and a 
client months (in the case of Hong- 
kong's second cross-habour road and 
rail tunnel, fully two years) before à 
tender is opened to competing contrac- 
tors. The issue becomes more serious if 
the final tender really is show or sham. 


Qs of fairness already have 
arisen over some of Kumagai's Aus- 
tralian projects. After a Sydney hotel 
project worth A$110 million (US$77.5 
million) was awarded to a joint venture 
between Essington and Kumagai in Oc- 
tober 1983, opposition politician Max 
Smith, remarked in the New South 
Wales parliament on the “haste in which 
the tendering was opened and closed. | 
am aware of developers who were ac- 
tively seeking to put in a bid. . . and 
were told . . . not to bother.” 

But. the Essington connection devas- 
tated Kumagai early last year when it 
was revealed that two Essington princi- 
pals, Malcolm Edwards and Neil 
Ohlsson, had been cited in a report by 
the Costigan Royal Commission, which 


is not long enough to understand a 
country. Kumagai’s competitive edge in 
Indonesia might also owe something to 
the decision to train 35 Indonesian fore- 
men at Kumagai’s head office and sites 
in Japan. 

Five out of nine current main 
Kumagai contracts in Indonesia are for 
highway building, the others, mostly 
building construction. Among these are 
the Bukit Asam coal mining develop- 
ment (3X 12.42 billion: Kumagai's share, 
10096); the Jakarta-Citampek highway 
section (316.36 billion: Kumagai, 75%), 
and the Landmark office complex 
(313.93 billion: Kumagai, 100%). The 
Bukit Asam coal project is noteworthy 
for its 26-km coal-carrying conveyor 
belt. 

Kumagai maintains its biggest Asian 
force in Indonesia — about 100 en- 
gineers and administrative officers. Bus- 
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identified corruption in the upper eche- 
lons of Australian governments. The 
commission had recommended that Es- 
sington be investigated for tax fraud, in- 
ternational money-laundering and pos- 
sible ties with the now-defunct Nugan 
Hand Bank. Some politicians later 
queried Ohlsson's acknowledged Mafia 
links and officially recorded attempts to 
fund the Labor government in 1974-75. 

Essington had formed EKG Deve- 
lopments with Kumagai to win the 
A$700 million project for the construc- 
tion of what would become the South- 
ern Hemisphere’s tallest building, the 
Museum Station in Melbourne. In the 
wake of the scandal — and a govern- 
ment decision to investigate Essington’s 
financial capacity — control of the pro- 
ject was handed over to Kumagai. But 
doubts over the criteria by which 
Kumagai had chosen Essington as a 
partner have not been dispelled. 

In Tokyo, Kumagai’s-senior manag- 
ing director, Moto Otsuka> has reaf- 
firmed the company’s confidence in Ed- 
wards, but nonetheless Kumagai has ad- 
mitted commissioning an independent 
investigation into the allegations of im- 
propriety against Essington. 

— Bruce Roscoe 






































| and a subsidiary, PT Kadi Internation- 
was set up as early as 1972. It is 
PT Konsultasi Pembangunan. Wara- 
shina expects strong growth in road con- 
struction, an area of traditional Kumagai 
strength. | 

— But work is running out in Malaysia, 
and Kumagai fears a recovery may be as 
long as four to five years away. From 
1980-85 Kumagai was engaged in five 
major projects, among them the Ipoh 
-Hotel (3.94 billion: Kumagai, 33%), 
d e Kuala Lumpur Golf Estate (23.23 
| million: Kumagai, 30%) and the giant 
| United Malays National Organisation 
complex tower building (329.55 billion: 
Kumagai, 30%). 

— Now, however, Kumagai has only 
two Malaysian projects of note, the 
‘Sriba Hotel (¥2.45 billion: Kumagai, 
100%), which is scheduled to be com- 
pleted later this year, and the Marina 
Court Condominium (¥5.91 billion: 
Kumagai, 100%), also due to be 
finished this year. The Marina Court 
units proved overpriced for the market, 
and now Kumagai is converting the 
complex into a sports club. 

_ There is the Ceramban expressway 
running 62 km to Malacca, but Kumagai 
would rather not talk about this. Tokyo 
securities analysts describe it as a fail- 


. A. 


Kumagai Gumi was born 
in Japan but raised in 
Hongkong in terms of its 
schooling in interna- 
tional contracts. In 1961, 
Tere... Kumagai became Ja- 
pan's first construction company to win 
a fully commercial overseas order, à 
contract for a Hongkong water-supply 
tunnel. Before then, the only foreign 
construction undertaken by Japanese 
onstruction companies was funded by 
the Japanese Government as either war 
reparations or development assistance. 
Kumagai is now running five Hong- 
<ong-based operations — a branch, set 
up in November 1975; Kumagai Gumi 
(Hong Kong), a subsidiary, established 
n 1973, in which C. P. Yu and Kumagai 
Gumi are major shareholders; Kumagai 
nternational, a wholly owned sub- 
sidiary set up in 1975 and charged with 
the responsibilities of a typical Japanese 
rading house — financing Kumagai 
group activities, import and export and 
the sale of construction equipment — 
and Everbright-Kumagai Development 
Co., a joint venture between Ever 
Bright Industrial Co. and Kumagai 
Gumi. 
. Interestingly, Ever Bright was 
formed in Hongkong as a trading com- 
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| ‘a joint venture between Kumagai and | 
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biggest Singaporean contract to date. 
The combined loss from both projects is 
estimated at ¥2 billion. These analysts 
hold that all Kumagai Malaysia-Singa- 
pore contracts are in the red. 

Machida admits Kumagai has not 
turned a profit in Kuala Lumpur. The 
branch, set up in February 1979, had 
lost M$35 million (US$14.2 million) on 
a diversion tunnel for a hydroelectric 
project. Kumagai had bid especially low 


„tO get the first stage of the project, in 


Hongkong foundations 
for a road to China 


hopes of securing the contract for the 
dam. It lost that to South Korea's Hyun- 
dai Engineering and Construction, and 
has yet to recover — though Machida 
affirms the accumulated loss is gradu- 


ally disappearing. 
A the heart of Kumagai's Malaysian 
and Singaporean operations are 
two Kumagai joint-venture companies 
which essentially are the same concern. 
One is Kumagai-Zenecon Construc- 
tion, a joint venture formed with Zene- 
con in July 1983 in which Kumagai holds 
4976. The other reverses its name to 
Zenecon-Kumagai “because Malaysia 
likes local emphasis,” according to 
Machida. 
The curious point is the name Zene- 
con, which is simply a Japanese translit- 


pany by the Peking government in 1983, 
and Kumagai is hinging some of its 
hopes for Chinese infrastructure-deve- 
lopment business on this partnership. 
Kumagai has also moved into the 
Chinese Special Economic Zone of 
Shenzhen, north of Hongkong, with 
Shenzhen Kumagai Co., set up in Oc- 
tober 1984 with Shum Yip (S. Z.) Trad- 
ing Co. Kumagai’s Peking branch fol- 
lowed in March 1985. 

Kumagai consigned its competitors 
to the shadows late last year by emerg- 
ing triumphant in the tendering for 
Hongkong's second harbour tunnel 
crossing, a project of two road and two 
rail tunnels linking Quarry Bay, on the 
eastern end of Hongkong Island, and 
Cha Kwo Ling on the eastern Kowloon 
peninsula. 

Besides being probably the biggest 
construction job Hongkong will witness 
for the next five years, what raised eye- 
brows highest in the construction indus- 
try and beyond was Kumagai’s courting 
of the China International Trust and In- 
vestment Corp. (Citic), which is guaran- 
teeing part or all of the syndicated loan 
for the HK$3 billion (US$384.6 million) 
project. 

But this was not Kumagai’s first deal 
with Citic. Four months before the 


ness, and its original purpose is as un- 
certain as its roots. 

Neither Kumagai nor. Zenecon- 
Kumagai managing director Low Hua 
Kin gave full answers to the question of 
origin. But it appears the string of Zene- 
con companies have sprung up specifi- 
cally to serve Kumagai. After the estab- 
lishment of Zenecon in December 1979, 
Zenecon Machinery was formed in July 
1981, then Zenecon M&E Works, in 
December 1983. All three share mostly 
the same directors, though Kumagai 
owns no shares. 

In any event, the Zenecon associa- 
tion provides Kumagai with a “loca 
capability for import-export, electrical 
wiring and installation, and road con- 
tracting. Machida described Zenecon as 
Kumagai’s “performance arm which 
does the actual work." Kumagai's role 


Kumagai-led consortium won the har- 
bour-crossing contract, Kumagai had 
negotiated a financial guarantee from 
Citic for the construction of the 54- 
storey Jing Guang hotel and restaurant 
complex in Peking. Kumagai's Hong- 
kong branch manager, Hiroshi 
Ishikawa, denies there was any “direct 
connection" between the two financial 
packages, but they must have been 
negotiated simultaneously. He does 
proffer that Kumagai “faces were well 


known to Citic.” 

K umaga sees in Citic’s financing of 
much of the harbour-crossing con- 

tract the opportunity to strengthen its 

young Citic partnership and secure 


mainland Chinese work. There are 
targets. With Citic backing, Kumagai 
later this year is hoping to secure a con- 
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South Korean prime contractors have 
recently pulled out. With 29 Japanese 
construction companies on the ground, 
Saito concedes that “everyone is cutting 
the price.” And he says that a single mis- 
tfke on a contract as tight as those in 
Singapore usually means all profit for a 


^| Tobis erased. “Only our name remains 


in Singapore. Other than that, there is 
no profit at all." 
But there is a strategic reason for 
Kumagai's Singapore presence. For the 
instruction industry, Singapore ap- 
'ars to serve Kumagai as a clearing 
house for advance information on new 
projects in the region, from Thailand to 


Indonesia and Malaysia. “It is a com- 


munication centre for Overseas 
Chinese,” says Saito. “Even if there 
were no big jobs at all, we could not 
close this office.” — Bruce Roscoe 





tract for Shanghai drainage work. But 
the chief prize is the Shanghai subway. 
Hongkong’s Mass Transit Railway Corp. 
(MTRC) has been retained by Shanghai 
authorities as consultants to the Shang- 


hai Metro Corp., and MTRC chairman 


C. W. Newton conceded to the REVIEW 
that "technical feasibility studies may be 
in progress." It would be "some time," 


however, before tenders for contracts 


would be let. 

A second harbour crossing for Hong- 
kong had been considered by official 
-ad private interests for some years be- 

»re the tender was announced in Oc- 
"tober 1984. Kumagai's interest arose 
when earlier plans for a bridge were 
scrapped over fears that the structure 
would intercept aircraft radio signals. 
That meant only a tunnel — one of 
Kumagai's principal areas of expertise 
— and in 1982 Kumagai commissioned 
local consultants to produce a range of 
designs for a road-only tunnel. The 
MTRC'5 design preferences were to influ- 
ence it. An outline of the financial pack- 
age was also made at this presentation. 

Then the tender was let. Kumagai 
had had a two-year lead on its main 
competitiors, the existing Cross Har- 
bour Tunnel Co. and an Anglo-Japan- 
ese consortium, led by Jardine Mathe- 
son's Gammon. The MTRC graciously 
“undertook to assist any party with the 
rail content of their proposal under con- 
fidentiality," Newton says. 
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Neither the Hongkong Government. 
r the MTRC will spend a cent on the | 
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A uniquely lovely facade. A breathtaking lobby to match, 
Fine eating outlets. And super service. 


That's Crown Prince Hotel Singapore, where the Prince 
Hotels tradition of friendly and quality service lingers on. 


Each of our 303 rooms is elegantly and tastefully 
furnished to create an atmosphere of absolute comfort 
and luxury. 


If you're on business, you'll appreciate our well-equipped 
Business Centre, where our helpful staff will stand in for 


by the quiet poolside. 


A memorable experience awaits you — from breakfast in 
our Cafe to dinner in the Teochew Restaurant and 
cocktails in The Lounge. 


Crown Prince Hotel, where little touches, like our i 
remembering your name, will make you come back again 
and again. 
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SINGAPORE 
Managed by Prince Hotels — Japan 
Continuing the Prince Hotels tradition of friendly service 


270 Orchard Road, Si e 0925 Telex: RS 22819 HCROW^ 
Cable: CROWNHO Fax: 2327018. Tel: 7321111 


For reservations or further Information: + Prince Hotels New York office Tel: 212-889-5928 
* Prince Hotels Los Angeles office Tel: 215-689-4800. Telex: 691600 TCI PHI LSA, 

Toll free in Continental USA (except New York state) Tel: 800-225-2094 * Prince Motels 
Toronto office Tel: 416-4497882. Telex: 06966725 * Prince Hotels Paris office 

Tel: 01-579-9250. Telex: 202895 (PRINCE 202895") * Prince Notels Frankfurt office 

(Toll free to Paris) Tel: 061 1-284-427 * Prince Motels Japan offices: Tokyo — 

Tel: 053-209-8686. Telex: 2524577 PRINCE J. Osaka — Tel: 06-34 1-8686 * Britain: London 
c/o Rank Hotels Reservation — Tel: 01-570-5484/01-262-2895 + Singapore: 

Seibu Singapore Pte Ltd. Tel: 7349024. Telex: 54590 SEIBU. 


tell International — Tel: 01-741 1:588 (London) 212-7571:981 
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| pply most or 
equity the four 
ai, Citic, Lily Construction and Paul Y 
— will use to capitalise the New Hong- 
kong Tunnel Co. These loans will be re- 
paid by the franchise operation of both 
oad and rail tunnels. Under this ar- 
ngement, Kumagai will lease the two 
tunnels to the MTRC for 22 years at 
fixed rental, while the road-tunnel 
'anchise will last for 30 years, then re- 

vert to the Hongkong Government. 

- Finance deals of this type now 
haracterise many of Kumagai's recent 
foreign operations. To Ishikawa, it is all 
part and parcel of customer ,service. 

The Hongkong Government told us 
hey wanted the second harbour cross- 















[he stage is set for a downward revis- 
| ion in March of Malaysia's gross 
omestic product forecast for 1986. 
onfirming private- -sector views that 
last October's 6% growth forecast is 
now outdated, Deputy Finance Minis- 
ter Datuk Sabbaruddin Chik said on 28 
anuary that commodity prices — espe- 
ally for crude oil — had fallen too far 
elow government projections for the 
fficial forecast to remain realistic. 
Crude prices had been expected to 
ld steady this year at US$26 a barrel, 
mpared with North Sea spot prices of 
d USS15, and palm oil was pro- 
-at M$1,000 (US$406.50) a tonne 
ed with some M$600 at present. 


ected to come out with a lower 
growth forecast when it issues its 
ul report in March, though some 
s suggest the drop will be less 
one percentage point. But. even a 
rowth forecast might prove wildly 
, even though the decline in 
de oil price will be partially offset 
asing production, from 430,000 
per day (bpd) to 510, 000 bpd. 
th tin production ex- 
ed to be more than 
ed to perhaps 20,000 ton- 
$ year and the price 
g towards the M$15 a 
k, one to two percent- . 
oints of GDP are like- 
to: be wiped out. Some 
ymists are already fore- 
g 1.5% overall contrac- 
this jest 





























nain consortium companies — Kuma- | 


g but had no money to build it. We- 


nk Negara (BN, the central bank) - 
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Bemecty slump to hit growth 
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analysis it was Kumagai’ s financial pro- 
 posal that won it for them,” says the 
| MTRC's Newton. “The financial pack- 
"age was the clincher, but they did not 


beat the competition by a wide margin. 
From our point of view it is a good deal. 


. Forecasts suggest we should generate 


cash profits from it." Indeed, the Hong- 
kong Government has provided no fi- 
nancial guarantees; consequently, it 


| carries no risk. After the tunnel opens in 


1991 or 1992, the government simply 
starts collecting 6.25% of the road toll. 


Neun is impressed with Kumagai, 
but he is careful not to overstate the 


| company's Hongkong record. Kumagai 
. is, he says, ^a very good co 
"engineering has improve 


mpary whose 
over the 
years. Contractual forms were wholly 
foreign to them at first but they learnt 
extremely well. Of 26 major MTRC 





In the manufacturing sector, the 
electronics industry is suffering from 
poor external demand, forcing increas- 
ing layoffs. Nationally, unemployment 
is estimated to have reached 795, but 
the government is showing little sign of 
abandoning its freeze on the creation of 
new posts in the public sector. Instead, 
it hopes to create jobs through a low- 
cost housing programme announced in 
December, which aims to build 80,000 
units a year over three years. 

It has been estimated the new hous- 
ing programme should provide employ- 
ment for more than 50,000 of the 
100,000 private-sector contruction 
workers who have lost their jobs be- 
cause of the glut in the residential and 
commercial property market. Substan- 
tial numbers of private houses remain 
unsold and the oversupply of office 
space in Kuala Lumpur has become so 
bad that Federal Territory Minister 
Datuk Shahrir Abdul Samad has an- 
nounced a ban on the construction of 
any more commercial buildings — par- 
ticularly tower blocks — unless they can 
be proven to be economically viable. 
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Annual growth rate atend of 
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tate developers is slowing down, it 


are of New loans 








hey do. their ipbs wal : Japanese 
contractors have been working with us 


for 10 years, so it is not exclusively | 
» Kumagai.” 


Current and recent past major | 
| Kumagai Hongkong projects include 
two MTRC contracts, the Tai Po water- 
supply tunnel in Hongkong’s New Ter- | 
ritories, two Castle Peak power sta- | 
tions, the. Hongkong Culture Centre, | 
Bank of China foundation work, a | 
Japan Air Lines hotel and various road | 
contracts. | 

Ishikawa regards Hongkong as à | 
profitable post. “Hongkong is reason- | 
able, business is reasonable," he Say oh 
The company of 14 Japanese construc- 
tion companies makes- "competition. 
tough, but evidently not as severe as 
elsewhere in Asia. "We are paying taxes 
now," confides Ishikawa, "though we 
did have big losses for a while." 


— Bruce Rosada 
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Shahrir revealed this month diat 10 
million m? of commercial floor space 
exists or is under construction in Kuala 
Lumpur, and a further 5.7 million m? 
has been approved in 1985. If all thesc 
new projects are completed, the total 
available space will exceed the esti- 
mated 14.2 million m* market require- 
ment for the year 2000. It is hardly sur- 
prising, therefore, that developers are 
now. offering space at rentals 30% below 
those of a year ago and enticing tenants 
with up to six. months" free occupancy. 

According to the latest available 
statistics from BN, M$2.13 billion (or 
48.7%) of the new credit extended by 
the banking sector during the first three 
quarters of 1985 was to the broad prop- 
erty sector, compared with only 12.4% 
to the manufacturing sector. Although 
there are signs that lending to real-es- 
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| 

| 
seems likely that much of the M$640 | 
million released into the banking system | 
by relaxation of banks’ liquidity re- | 
quirements at the end of January will | 
find its way to the hard- -pressed de- | 
velopers. 

Liquidity requirements. for commer- | 
cial banks now stand at 18.5% of total | 
deposits as of 15 February, compared 

with the 20% in force before. | 

This would have increased | 

the total banking sector's 

lending power by M$720 mil- 

lion, were it not for the deci- 
raise the interest- free | 


d "financé NOSE ist 
place at BN from 2 5% to 396 
of eligible | liabilities. « 








The only four-wheel drive 
with four World Championships. 


Audi quattro. 


Countless rally victories and 
four World Championship ti- 
tles have made Audi and its 





quattro drive system world 
famous. And provided a 
wealth of invaluable experi- 
ence which is now incorpo- 
rated in the entire Audi quattro 
range. A range based on the 
principles behind the World 
Champion. A range, in fact, 
with the unique permanent 
four-wheel drive system - the 
new drive technology made 
in Germany. Unlike other four- 


wheel drive cars, in the quattr 
system all four Wheels are 
driven all the time make 
driving more sovereign. Ul 


der all conditions. On the road 
and even off it. With an Audi 
quattro you have a perma- 
nent advantage. Even in the 
smallest quattro (the Audi 80 
quattro). Come and see fot 
yourself. 


Qwuattrc 


HONG KONG: Aberdeen, Jebser 
Motors, Tel.: 5-2752 /% 
MALAYSIA: Petaling iva, Aut 
Dunia Sdn. Bhd., T« "/67/-: 
SINGAPORE: Singapore, Char 
pion Motors, Tel.: 4733211 
Brunei Darussalan ham 
Motors, Tel.: 2345; 
TAIWAN: Taipei, Uni 
Traders Ltd., Tel.: (0; 





Well-placed it 
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\ustralia. 








Trading with Australia can be a very 
rewarding experience. Especially if you’ve got 
a bank on the spot that understands your 
needs as well as the needs of your Australian 
trading partners. 

HongkongBank of Australia’s offices in 
Melbourne and Sydney are now open for 
business. And branches in Brisbane and 
Perth will open shortly. 


HongkongBank’s trade and financia! 
experts in Australia are well versed in the 
characteristics of the Australian market place. 


In more than a hundred years of helping 
business ventures around the world, we’ve 
met and overcome most of the obstacles that 
are likely to come your way. Which puts us 
in a very good position to keep your business 
on a firm footing. 


And not just in Australia, but in all of the 
55 countries where we operate our network 
of more than 1,200 offices. 

So if you’re thinking of doing business down 
under we’ll help you stay on top. Talk to us 
today at HongkongBank of Australia or any 
HongkongBank branch. 


Melbourne 

99 William Street, Melbourne 3000 

Ph: (03) 619 0388 

219-225 Swanston Street, Melbourne 3000 
Ph: (03) 619 0500 

Sydney 

14 Martin Place, Sydney 2000 

Ph: (02) 225 1888 

724-728 George Street, Sydney 2000 

Ph: (02) 225 1883 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 









talking to people. 


Its about talking to 
the right people. 


Because the Far Eastern Economic 
Review has the largest and most 
highly qualified editorial staff of 
any publication in Asia, its readers 
recognise that it is the unchallenged 
voice of authority in Asia. 

People in power, the right people, 
turn to the Review for its unrivalled 
coverage of Asian affairs. 

Advertisers of quality products 
and services who have something 
important to say talk through the 
Review. 

They know that when the Review 
speaks, the right people listen. 
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CAMUS XO 
ELECTED THE BEST 


= e. 


GOLD 
AWARD 


C 


wv 


Produ t 


Producer 


Entered by: Camus INTERNA 


THIS IS TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 
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CAMUS XO 
XO at its best 





The Boulevard Guide 
to contemporary luxury 
and $ & sense. 


geta 
larger 
room at 
smaller : 
prices. 
For a surprisingly economical price, 


The Boulevard gives you a room that 


doesn't economise on space, amenities 
or furnishings. 


How to beat the heart of the 
city and Singapore's most 
residential p 
district. eae 
The Boulevard 
Hotel stands at the 


highest point on tree- Gabe pain, 
Orchard Boulevard. Its ———- Sane 


Paterson Road 


flanked on onesideby =? P 
lush green slopes, luxury apartments 
and bungalows, and on the other, by 
Orchard Road, Singapore’s hub of 
shopping and entertainment. 


How to enjoy a taste of the 
world without leaving your 
hotel. 

Enjoy western cuisine at its finest 


at The Manhattan. Take in a piece of 
exotic India at the Mayarani. Relish 
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the delicate taste of Sapa 
at the Gajoen. 
Discover 
what fussy, 
food loving 
locals are 
queueing  * a d 
up for at 
the Cafe 
Carousel. 
Or drop by at our lounges. 

A stroll along The Boulevard will 
open up all these avenues of delight. 


How to get old fashioned 


service and the most modern 
facilities. 


Everything at The 
Boulevard has a brisk 
young air about it. From 
the stunning modern 
atrium to the crisp 
styling of rooms, from 
lifts that ‘talk’ to 
service staff who 
listen, and respond 
accomodatingly 
and efficiently. 
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You get a good 
deal more at 
Singapore's 
only hotel on 
the Boulevard. 


b 


BOULEVARD HOTEL 


AFFORDABLE | n UXURY 


Reservations Worldwide: kt © Golden Tulip Hotels. 
Utell International. Supranational. Australia, Japan and USA: Southern Pacific 
Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. 
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Very lonely indeed, if family and friends 
have been left behind. 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
advertisement isn't asking for your money. 
Just for your compassion and understanding. 
To help, please contact the UNHCR Office in 
your country or a voluntary agency which is 
concerned with refugees. 
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United Nations High Commissioner for Refugees 
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A bull or two in the China shop 


a IF ever a country deserved a 
__ stockmarket it is China. Not only are 

entefpwses in Shanghai and elsewhere 

devising X ingenious, if rudimentary, 
forms of capital-market instruments 
(REVIEW, 21 Nov. '85), foreign institu- 
tions are showing equal ingenuity in 
finding proxy forms of entry to the 
China market. The sooner Peking rec- 
ognises and formalises such develop- 
ments the better for everyone. 

China's continuing reluctance to 
borrow heavily abroad in order to fi- 
nance its modernisations (thereby av- 
oiding, it hopes, the kind of debt crises 
which have occurred elsewhere) is com- 
mendable only if it is prepared to deve- 
lop capital-market structures which will 
permit equity inflows from overseas. 

The vehicles launched so far to give 
oreigners indirect access to portfolio 
nvestment in China are not big in terms 
of resources. But at least they should 
serve to create a more general aware- 
ness outside China of the potential, and 
maybe help persuade Peking that 
foreign stockholders have something to 
offer. Who knows, Peking could even 
liberalise faster than Taipei (or maybe 
Seoul) in this respect. 

First and perhaps least (in terms of 
innovation) among the China funds was 
the Thornton Hongkong and China 
Gateway Fund, a Bermuda-registered, 
open-ended mutual fund run by 
Thornton & Co. The strategy is to invest 
in listed shares of Hongkong and other 
companies that are big in the’ China 
trade. At present the weighting is 
around 80% towards Hongkong and 
20% towards Japan, which helps ex- 
plain why the units have declined 
slightly from their US$10 issue price last 
July to around US$9.96 now. The 

longkong market has been bearish of 
.Jte and the shine has gone off Japan's 
China trade boom. 

For inventiveness (and perform- 
ance) Shroff is rather more impressed 
with merchant bank Baring Brothers’ 
China & Eastern Investment Co., a 
Hongkong-domiciled but London- 
listed vehicle launched in October. Like 
Thornton’s Gateway Fund, China & 
Eastern will buy stocks of listed Hong- 
kong traders (say, Hutchison Wham- 
poa) and of listed Japanese companies 
(for example, Hitachi) which are big in 
the China market. And it will probably 
buy a few China traders' shares in the 
US, Britain and Singapore too. 

But China & Eastern aims to put a 
part of its US$17 million initial assets di- 
rectly into China. The portion will be 
15% of gross assets initially, increasing 
later maybe to 30%. Baring has already 
paid up one such investment in a food- 
processing plant and has initialled 
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agreements on three others — all in 
Canton or Peking and outside 
China's special zones. The idea is to 
take participations in existing ventures 
or put development capital into ven- 
tures where there is a China partner and 
a foreign (often Hongkong) partner. 

By going for stakes (though not man- 
agement control) in manufacturing. 
construction, technology, 
power-generation ventures, Baring 
hopes to get in on the ground floor of 
growth situations in China. Participa- 
tions in those that succeed could be sold 
off eventually to the benefit of share- 


holders (or maybe even listed in their | 


own right on a foreign exchange). 
There are risks — not least currency 
fluctuations or even expropriation of as- 
sets — but by keeping the direct-invest- 
ment component low initially, these will 
be minimised. If all goes well, China & 
Eastern could in time become a holding 


T. R LANSNER 


Hongkong stock exchange: equity inflows. 





company for a stable of China ventures 
with consequent reduction in holdings 
of other stocks. If all does not go well, 
the company could be wound up with a 
high proportion of its assets still in liquid 
assets. Price performance to date has 
been quite promising if the warrants at- 
echoed to the initial shares (marketed 
mainly in Europe and Japan) are taken 
into account. 

An even more exotic animal is the 
Hongkong Venture Investment Trust 
(HKVIT) a Cayman Islands-registered 
unit trust put together by Victor Fung of 
China traders Li and Fung and Christ- 
opher Leong of Amoy Industries (both 
from. Hongkong) and marketed by 
Schroders Asia. This is a joint venture 
with Advent International Corp. of the 
US, part of the TA Associates group 
which got involved in venture-capital 
situations in Singapore and Malaysia a 
couple of years ago (SHROFF, REVIEW, 
26 Apr. '84). 

The idea is to attract to Hongkong 
and China US hi-tech and manufactur- 





tourism or | 


| of a US limited partnership 
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ing companies that want to use either 
place as a base for a mixture of local 
sales, sales to other Asian countries and 
exports back home. The appeal is sup- 
posed to be the relatively low cost of 
manufacturing in China or Hongkong 
and the reduced-duty access to regional 
markets, compared with direct ship- 
ment for the US. HKVIT will invest 
both in the joint venture and in the US 
company which partners such a venture. 

So far it has not identified any invest- 
ments but it has only been in business à 
few weeks. It could take off, in time. 
The trouble is that all the units have 
been privately placed — the whole thing 
is structured as a tax-saving equivalent 
and the 
institutional investors involved (includ- 
ing Prudential Insurance and suchlike) 
seem intent on keeping it in tight hands. 
The trust is not authorised for general 
sale in Hongkong anyway. But at least 
the structure could be adapted for other 
more public vehicles. 

e FOR sheer gall, Shroff has not seen 
the like of the legal powers which bank- 
ing and securities-industry regulators in 
Hongkong are now taking to avoid 
being blamed for just about anything in 
future. After all the banking and depo- 
sit-taking company (DTC) collapses of 
recent years and the corporate crashes, 
a few mea culpas from the regulating au- 
thorities might be considered in order. 
Not a bit of it. Brazen it out seems.to be 
the motto instead. 

The recently published Securities 
Amendment Ordinance | (officially 
dated August 1985) contains measures 
to prevent what one Securities Commis- 
sion official described as the "danger 
that a regulatory authority will be held 
liable in law for for failure to detect in 
advance the warning signals of financial 
collapse." In order to be sure that they 
cannot be held responsible for their sins 
of commission or omission, the Securi- 
ties Commission “took steps to remove 
this potential hazard by providing that 
no liability should be incurred by any 
person in respect of anything done or 
omitted to be done by him bona-fide in 
the exercise" of his official functions. 

Shroff understands that the joint 
banking and DTC ordinance likely to be 
promulgated soon will contain similar 
provisions. So much for the chances of 
groups like those hapless depositors of 
one collapsed Hongkong DTC who 
tried to sue the commission some time 
ago on the reasonable assumption that 
prudential supervision is supposed to 
mean what it says. Admittedly, these 
all-exonerating powers are borrowed 
from Australian law, but that does not 
make them any more palatable in Hong- 
kong. 


































pes ot depos > still coe ct to died 
Ministry 0| MoF) control and 
where the opening of new branches is a 
matter for case-by-case government ap- 
roval, it takes a considerable upheavaf 
hange the “pecking order" of the top 
T dozen or so banks. Such an up- 
eaval will occur when Sumitomo Bank, 
currently No. 3 among the big "city" 
anks in terms of its deposit base, signs 
à merger agreement in March with 
Heiwa Sogo, a financially troubled, 
medium-sized, mutual bank with an ex- 
nsive branch network in Tokyo. 

By merging with Heiwa, Sumitomo 
ill leaptrog over Fuji Bank to become 
he second-largest of the 13 city banks 
vith deposits of around *24 trillion 
(US$132.6 billion) — only ¥2 trillion 
less than those of Dai-ichi Kangyo, the 
No. | city bank, which is itself the pro- 
duct of a merger in the early 1970s. But 
a net increase in deposits may not be the 
only, or even the principal, benefit 
which Sumitomo derives from the 
merger. 

"^ The prime locations of Heiwa's 
ranches, many of which are in front of 
ailway stations in the Tokyo metropoli- 



































usan Hely in Sydney 

obert Holmes à Court's Bell Re- 
sources has altered its announced 
over bid for the Broken Hill Pro- 
tory Co. 
(^h would make Australia's biggest 
any a subsidiary of Bell if the offer 
y subscribed. i 

e recasting of the bid is spelt out in 
's formal takeover statement which 
registered on 17 February with the 
onal Companies and Securities 
mmission. It retains the original offer 
$7.70 (US$5.40) or one Bell Re- 
ces share and A$2.50 cash a share, 
it moves from à pro-rata offer for a 
d 250 million shares — or 20% of 
IP's capital — to a proportional bid 
ed at 50% of each shareholder's stake 
he company. 

In theory, this could yield up 428 mil- 
on shares or about 34% of BHP S is- 
ued capital, taking Holmes à Court's 
ke from his current 19% up to 








(BHP), with changes | 





perhaps even graduating to the position 


Es 


tan area, will g greatly help to strengthen 
Sumitomo's own network which is thin- 
ner on the ground in Tokyo than in the 
bank's home city of Osaka. With a 
strong Tokyo. network, Sumitomo 
hopes to further narrow the gap be- 
tween itself and Dai-ichi Kangyo, 


‘of the largest city bank in terms of depo- 
sits before the end of the decade. - 

A final attraction of the Heiwa 
merger to Sumitomo hes in the smaller 
bank's position as alender to "dynamic" 
small and medium-sized companies: In 
its traditional role as 
financier to the close- 
knit Sumitomo group 
of mainly large-scale 
enterprises, Sumitomo 
Bank has been propor- 
tionately less involved 


in the financing of 
small business than 


any of its major rivals 
among the top. city 
banks with the excep- 
tion of Mitsubishi. By 
plugging into ©. the» 
Heiwa Sogo client net- 
work Sumitomo hopes 
to strengthen its posi- 


Vetere irt So Ps e jt NAHE RIAM P PPP e HIC rer ANI IN aen rer mrs efe rtl reet rrr re reruns earn rmm alii mun 


reat Australian bite 


ol ^ à Court recasts his BHP offer 


52.8%. If all shareholders accept the 
cash alternative, the A$2 billion avail- 
able would give Bell only 260 million 
shares. But the total number of shares 
to be issued by Bell Resources in the 
share-swap alternative is limited to 250 
million. If this number of shares were is- 
sued, it would require A$625 million of 
accompanying cash, leaving A$1.375 
billion to meet acceptances of the cash 
alternative and allowing total accept- 
ances to reach 428 million shares. 
Valued at the bid price A$7.70, the 
total offer's par value is A$3.3 billion. 
One of the crucial points of the for- 
mal takeover offer is the condition im- 
posed on Holmes à Court by his bank- 
ers, Standard Chartered Bank of Bri- 
tain, allowing a maximum cash outlay.of 
AS2 billion. It also’ requires thát Bell 
reach its 250 million minimum ecept- 
ance level and at all times retain ah 
ing of at least 3526 of BH "Thef 
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The the fie which Sumitomo E pay 
for the Heiwa merger — apart from : 





"whatever value is eventually placed on 
‘the smaller bank's 


stock — will eu the - 
obligation to absorb an estim 
billion of doubtful or bad loahs accumu- 





lated as result of what is now admitted 


to have been "scandalously irresponsi- 
ble" credit evaluation on the part of... 
Heiwa's outgoing management. *- 
The burden of writin g off all or most 
of Heiwa's uncollectable loans could 
cost Sumitomo its position as the most 
profitable of the I3 city banks, at least 
for a year or two. Yet Sümitomo appa- 
rently feels confident of being able to 
cope with this without too much long- 
term EL to its financial standing. 


3871 After merger 
Balore att ad 


— REVIEW CHART by Frank Tare 
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offer contains most of the conditions 
foreshadowed in the bid announcement 
two weeks earlier (REVIEW, 13 Feb,), 
but includes two new conditions which 
put a maximum-acceptance ceiling on 
the bid of about 428 million shares. 
"The other conditions include Bell 


gaining board representation; that there 


be no changes to takeover legislatic- 


| that would affect the offer; no mater 


change in thé import-parity pricing for 
oil, and that Bell Resources sharehold- — 
ers approve the placement of 120 mil- - 
lion shares at A$5.40 each to Bell 
Group, in accordance with the funding 
agreement with Standard Chartered 
Bank. 





HP has already said it would not tap- | 





bed. dence to this board by using pro- 
xies included in the acceptance forms | 
which give Bell control over the votes... 
attached to accepting shares, | 
Holmes a ou appears | 










up the market leader and this EH 
ade te the Federal E ve WSN Bell | 
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The bank takes some pride in the fact 
that it shouldered the main responsibil- 
ity, in the early 1970s, of sorting out the 
bad debts of Ataka and Co., a general- 
trading company in the Sumitomo 
group which had to be liquidated after 
becoming involved’ in a loss-making 
Canadian oil-refining venture. 

jtomo spent four years overcoming 
the impXct on profitability of the catas- 
trophic Ataka affair (which coinciden- 
tally involved losses almost equal to the 
value of the loans it-may have to write 
off in the merger with Heiwa Sogo). But 
the experience it gained may have been 
one reason why the MoF short-listed the 
bank as a merger partner, when the 
question of what to do about Heiwa 
Sogo's loan portfolio arose in mid-1985. 


P deciding to ‘seek growth by 
maximising the size of its branch net- 
work through à potentially problematic 
merger, Sumitomo admits that it is de- 
liberately turning away from the easy 
rogéc towards banking profitability — 
hat of constructing a predominantly 
vholesale business on the basis of a li- 
mited branch network. But the bank's 
public-affairs director, Kazuo Hiro- 
kawa, claims that an “all-weather” stra- 
tegy which.stresses both retail and 
wholesale banking should pay off once 
liberalisation of Japan's financial mar- 
kets makes greater progress. 
Sumitomo's eventual aim, says 
Hirokawa, is to achieve a level of auto- 
mation in retail banking comparable 
to that of the US-based Citibank and. 
by so doing, to free staff for use in fast- 





Holmes à Court: conditions. 


bring about change or to discontinue 
any existing business conducted with 
BHP,” Holmes à Court said. 

The bid is no longer viewed, as the 
first one was described, as a “Clayton’s 
bid" — an Australian expression for 
something which is not the real thing, 
used to refer to a non-alcoholic drink. 
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present MOF regulations, these activities 
have to be undertaken by subsidiary 
companies which recruit workers inde- 
pendently from the bank itself (though 
management-level staff can be, and are, 
shifted from the bank to subsidiaries). 
In future, Sumitomo hopes that "ad- 
ministrative compartmentation" of this 
kind will be relaxed to the point where it 
can carry out an integrated operation 
with a single labour force. 

Sumitomo makes no bones about the 
fact that it sees the merger with Heiwa 
as a first step towards overtaking US, as 
well as Japanese, banks in a race to be 
No. lin the world-banking league table 
— perhaps by the time the bank cele- 
brates its 100th anniversary in 1995. 
Sumitomo already ranked fifth in a 
league table of world banking assets 
compiled late in 1984 (before either the 
yen revaluation or the Heiwa merger 
had transformed the bank's prospects). 
But a smooth run to the top could turn 
out to be hard to achieve. 

Apart from the fact that American 
and other foreign banks may still have a 
few tricks up their sleeves, Sumitomo 
faces the prospect that its nearest com- 
petitors may decide to copy the 
technique of seeking growth through 
amalgamation. If this turns out to be the 
case, the Heiwa Sogo merger could ulti- 
mately be remembered for its signifi- 
cance not so much in the expansion of 
the Sumitomo empire as in sparking off 
a major reorganisation of the Japanese 
banking industry. 


Now, BHP managing director Brian 
Loton has taken a new tack and de- 
scribed it as "risky for shareholders." 
The financial press are saying he is 
forgetting the Claytons and reaching for 
the brandy. 

"It is a totally inadequate considera- 
tion for passing control of BHP to what, 
in effect, will be the control of one 
man," said Loton. BHP's defence at- 
tacks the conditions from the bank 
which involve Bell getting 35% of the 
voting capital before it has access to 
funds for the purchase. 

BHP's share price rallied to A$7.10 
initially on Australian sharemarkets on 
the day after the offer (the market was 
closed when the revised bid. was 
launched), but as the market digested 
the offer's conditions, the shares slipped 
to A$6.98 before closing at A$7, three 
cents lower on the day. 

It is assumed that BHP's small share- 
holders will adhere to the advice of 
BHP's directors and not accept the 
A$7.70 a share offer and so Bell Re- 
sources’ main source of scrip will be 
from the institutions who are nervous 
about BHP's earnings in light of falling 
oil prices. For them, the A$7.70 price 
could be the best thev would see for 
quite some time. O 
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he adverse trends in the world econ- 
omy and in world trade in 1985 took 


$; 2 Rien toll on countries in the East Asian 


region. Export performance deterio- 
rated sharply. The exceptionally 
.| buoyant performance of 1984 gave way 

_| to very modest growth of exports from 
| China, South Korea, Malaysia and the 
— | Philippines in 1985. 

ES For the first time in recent history, 
= | manufactured exports from the East 
| Asian countries did not record any 
| significant increase in volume terms in 
_ | 1985. There was a stagnation of exports 
| of some key manufactured products 
| such as textiles, garments and electro- 

| nics. Export earnings also suffered from 
| price declines. The decline in oil prices 
| is well known. In addition, prices of 
| non-fuel commodities — as reflected in 
| the World Bank's index in 1985 — 
: 1 . reached its lowest level in 10 years in 
ia nominal terms, and its lowest level in a 
.| quarter of a century in real terms. De- 
= spite this sharp turnaround in export 
ep rosiiance, however, only in China 
_ was there a significant worsening of the 
| . external balance. 

a This is not to say that there are no 
Ermajor problems. Unemployment rates 
are high and changes in the age struc- 
. ture of the population make employ- 
. ment creation a major policy objective. 
s . Many East Asian economies are already 
| saddled with high external-debt. bur- 
4 | dens that make the incurrence of addi- 
| tional external debt more risky. 
| There is a backlog of unwise invest- 
D ment decisions — particularly in heavy 
| industries — to be corrected. On the 
i | other hand, industrial-capacity utilisa- 
| tion remains low by historical standards 
| in some key sectors. Programmes de- 
| signed for social welfare and poverty al- 
.| leviation have now to be financed out of 
Ed budgetary and foreign-ex- 
jJ | change resources. 

E Export prospects remain an impor- 
. tant determinant of overall growth and 
| -balance-of-payments equilibrium. Ad- 

verse developments in the world econ- 


SES 


| enced, could greatly complicate the 
- trend of adjustment that has been in 
. place over the past two years and could 
. pose substantial new difficulties. 

. Three principal external factors af- 
fect the export and growth prospects of 
. East Asian economies. First, the econo- 
— mic outlook for industrial countries: the 
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ant ‚market for export-oriented East 
— Asiá n economies. There are many un- 
 certainties regarding the. den out- 
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omy, beyond those already experi- 


_ industrial economies remain the domin- 


r 


D im commodity outlook - 
calls for fresh initiatives 


those arising from the lack of clarity 
about the direction of economic policies. 

But some underlying trends can be 
discerned. The more buoyant economic 
growth of the past three years was pro- 
pelled by the growth of the US economy, 
which was in turn influenced by record 
fiscal and external deficits and an un- 
usually strong US dollar. 

The impending process of fiscal and 
external adjustment in the US will damp- 
en domestic demand and depress real 
gross national product below its trend 
rate. Robust growth of the US economy 
is, therefore, not likely in 1986. The de- 
cline in the value of the US dollar will 
allow greater latitude for domestic-de- 
mand expansion in other industrial 
countries. But this would be offset by 
the slowing of export demand. On bal- 
ance, expansion of industrial economies 
is likely to remain sluggish in 1986. 


Oz the medium term, the sustain- 
ability of OECD growth will depend 
crucially on policies to restore macro- 
economic balance and to reduce large 
fiscal deficits. Coordination of policies 
to such objectives would permit a return 


: to lower interest rates and have benefi- 


cial effects on investment and alleviate 
debt-servicing burdens of developing 
countries. But, in addition, industrial 
countries also have to address the prob- 
lem of high unemployment. Structural 
adjustment is required to stimulate new 
industrial capacity and to establish the 
basis for sustained growtli. Without such 
measures the drift towards protection- 
ism is bound to be accentuated. 

The second factor, and possibly the 
greatest threat to the export prospects 
of East Asian economies, is the growing 
drift towards protectionism. In the past 
few years, most industrial countries and 
many developing countries have be- 
come more protectionist in their trade 
policies. Trade restrictions have been 
intensified not only in the traditionally 


protected sectors, such as steel, textiles - 


and clothing, but have also been ex- 
tended to new sectors such as cars and 


electronics. 


Fortunately, so far, such pressures, 


Attila Kascpnabodii is vice-pre- 
sident, East Asia and Pacific Re- 
gion, of the World 


Bank. The article 
is an edited pru a speech 
given to the National Institute of 
Public Administration in Kuala 
Lumpur on 23 January. 








d and nice. have been successfully re- 
sisted. But the shadow of protectionism 
still looms large. There is not only the 
danger of additional non-tariff barriers 


| for developing countries, but almost 


certainly, less favourable pro 

the area of non-tariff barrier including 
the upcoming renegotiations of the 
Multi-Fibre Arrangement (MFA). 

It is heartening, therefore, that 
agreement has been reached to begin 
preparations for a new round of Gen- 
eral Agreement on Tariffs and Trade 
negotiations in September. These 
negotiations can provide a renewed op- 
portunity to roll back protectionism 
worldwide. 

A noteworthy phenomenon of re- 
cent times has been the growing inter- 
dependence between the major trading 
blocs. Even the US is appreciably influ- 
enced by the ebb and flow of trade and 
by the currents in the internation@cap- 


Chinese textile factory: modest growth. — '"""^ 
ital markets. This means that a coot 

nated reflation is the only enduring ans- 
wer to worldwide economic stagnation. 
What makes a coordinated effort dou- 
bly important is that adjustment by the 
many countries currently plagued by 
balance-of-payments deficits and large 
debts must be accommodated by a 
handful of nations whose high savings 
propensities, export competitiveness 


and - domestic-consumption ` patterns | 


have enabled them to run large pay- 
ments surpluses. 

The erosion of commodity prices of- 
fers the OECD countries an opportu- 
nity to revive worldwide business activi- 
ty to the advantage of all economies, 
without creating unmanageable infla- 
tionary pressures which were responsi- 
ble for the conservative policy regime 
we have observed in the 1980s. Excess 


capacity in the manufacturing sector, 


widespread unemployment and lower 
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atitude. 

Thirdly, though East Asian eco- 
nomies have steadily increased their 
reliance on manufactured exports, 
earnings from exports of primary com- 
modities remain very important.in many 
cases. Recent trends continue to under- 
e volatility of commodity mar- 
kets andthe difficulties in assessing 
medium-term trends. It is clear though 
that in aggregate, commodity prices are 
likely to settle at levels well below those 
of the 1970s. | 

Non-oil commodity prices are ex- 
pected to recover somewhat in 1986, 
linked partly to the weakening of the US 
dollar, and a further recovery is pro- 
jected in the medium term. But, the 
longer-term forces of supply expansion, 
substitution and low elasticity of de- 
mand, that had been forgotten briefly in 
the 1970s, will work to keep commodity 
prices depressed. 

On the commodities front, the ques- 
tiogshat must be asked is how long can 
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Loading coconuts in Manila: stagnant. 
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is glut be expected to last and how 
snould countries approach the problem. 
We hear every day of mines being 
closed, expensive facilities written off, 
workers laid off, and an easing of efforts 
in finding new deposits or in developing 
new land. Over the medium term this 
will diminish supplies but the transi- 
tional costs will be high and eventually 
new capacity will have to be recreated in 
the future to replace the facilities now 
being forced out of use by low prices. 

There is a lesson in this for the future 
development of commodity production, 
especially in fields where the gestation 
periods are long. 

Malaysia is in the throes of restruc- 
turing its tin, treecrops and rice sub-sec- 
tors. These moves are largely irreversi- 
ble, which is why the decisions must be 
carefully weighed. Actions in the sphere 
of tin, rubber and cocoa production will 
eventually result in a major realignment 
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gard to rice production, predicated as 
they are on projected world market 
prices, will have an effect on employ- 
ment in food production and on future 
imports. 

In the longer term, the East Asian 
economies will have to undertake more 
comprehensive structural adjustment in 
response to à shifting export environ- 
ment. In the 1970s, the. developing 
countries were faced with the task of ad- 
justing to higher energy prices. In the 
first half of the 1980s adjustment came 
to mean, at least for developing coun- 
tries, reduction in the current-account 
deficits prompted by the steep rise and 
then cutback of commercial-bank lend- 
ing and high interest rates. Another fac- 
tor contributing to these deficits was the 
trend of commodity prices. 


hese adverse external trends, and, in 

some instances, lack of suitable po- 
licy adjustments, left the developing 
countries shouldering large debt bur- 
dens. Now in the second half of the 
1980s, there appears to be a new chal- 
lenge on the horizon — the need to adjust 
to a less favourable export environment. 

Industrialising countries, such as 
Malaysia, have their eye on export op- 
portunities, but so long as demand is 
slow to expand in OECD markets, new- 
comers will have to struggle hard if they 
are to stage a replay of the South Ko- 
rean miracle of yesteryear. Markets for 
many standard items in areas such as 
consumer electronics, even VCR's and 
personal computers, have achieved 
maturity and are looking towards a less- 
buoyant future. Traditional light manu- 
factures are faced with numerous bar- 
riers to trade. 

Under these circumstances competi- 
tiveness and the ability to produce and 
market new products is at a premium. 
But even those countries which do in- 
vest in these capabilities will find the 
going hard in a season when so many 
countries are trying to adjust while sac- 
rificing as little growth as they can, 
which translates into heavy pressure on 
exports. 

The challenge posed by the more un- 
certain export environment suggests 
several policy responses that need to be 
considered by the East Asian countries. 

First, creating new products: the ex- 
perience ofthe newly industrialised 
countries (NICs) of East Asia suggests 
that a diversified export base is the best 
insurance against demand shifts and 
that the greatest growth potential for 
exports is in the area of machinery. In 
response to import curbs on existing ex- 
ports, these NICs should adopt policies 
that will develop export capacity in 
newer and more sophisticated products. 
Maintaining export competitiveness 
through exchange-rate policies and low 
import restrictions will be a prerequisite 
for developing such a new, diversified 
export base. 
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veloping countries in East Agia will 
have to make more inroads into markets 
in Europe, Japan, China and other de- 
veloping countries. This will have to be 
accomplished through negotiations to 
eliminate identified barriers and in- 
creased marketing efforts. 

Thirdly, there will be a need to foster 
productivity increases to face the inten- 
sifying competition in international 
markets. Scale economies and upgrad- 
ing technology will be one approach, 
but the more important and difficult one 
gill be controlling the rise in real wages. 

Finally, if exports were to grow more 
slowly, the momentum of economic 
growth will depend much more on gains 
in economy-wide efficiency. This, in 
turn, implies a more balanced approach 
between exports and domestic indus- 
tries. It is important, therefore, that the 
policies pursued should emphasise not 
just export growth but also efficient im- 
port substitution. 

Two of the central concerns of 
policymakers in NICs as well as in 
other East Asian countries revolve 
around the future sources of growth and 
employment. If OECD growth rates re- 
vive in 1987 as is being projected in 
some quarters and world trade regains a 
measure of its lost momentum, then the 


€ In the second half of the 
1980s, there appears to be a 
new challenge on the horizon 


— the need to adjust to a 
less favourable Y es 
environment. 





manufacturing sector will most likely be 
the one registering the highest growth 
rates. 

But by virtue of its size and ability to 
absorb labour, the service sector may be 
even more important. Devising policies 
for this sector that will help to generate 
well-paid productive employment may 
be as significant as innovative strategies 
for the manufacturing sector. There is a 
real danger that if more and more peo- 
ple were to be allowed to accumulate in 
low wage and unproductive service em- 
ployment, this will act as a drag on 
growth, exert a deleterious influence on 
income distribution and will not stimu- 
late vigorous domestic demand which 
has been, to no small extent, responsi- 
ble for the progress made by the East 
Asian NICs. 

These policy initiatives will need to 
be supported by efforts to strengthen 
domestic-resource mobilisation so as to 
minimise excessive reliance on external 
capital. This would also permit continu- 
ing high rates of investment. As in the 
past, this would provide the foundations 
for technological progress, industrial di- 
versification and the growth of indus- 
trial capacity. o 


econdly, finding new markets: dê- I 
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| . By Richard Hanson in Tokyo 
IE pe orcien exchange speculators in 
| E Tokyo are beginning to hedge their 
.| bets as to how much further the yen will 
| appreciate. After rising with dizzying 
| speed in mid-February to the level of 
| X180:US$1 (from the 190s in late 
_| January), there were signs of hesitation 
i kan the market. This is partly because a 
| further nudge will in fact take the yen 
| back to its historic high against the dol- 
| lar — 175.50, hit briefly in Tokyo on 31 
| October 1978 — and beyond into un- 
_| charted territory. The betting has been 
| that those levels will almost certainly be 
| reached by some time in March. _ 

| The market is nervously watching 
| the political horizon for guidance. That 
| is why comments on 18 February by US 


| congressional committee) saying that he 
| would not be “displeased” with a 
| further decline in the dollar im- 
.| mediately sent the yen nearer to 178 in 
-| Tokyo early on 19 February. 

| But the more cautious stance among 
.| traders is also a reflection of what ap- 
| pears to be a shift in attitudes among 
.| monetary officials. The Ministry of Fi- 
| nance (MoF) encouraged the rapid ap- 
| preciation of the yen, true to its prom- 
| ises at the Group of Five (G-5) meeting 
| in September. | 

a The rise was engineered through a 
| teas gta io aem 
| combination of skilful intervention in 
| the market, and cajoling from senior of- 
| ficials in Japan and the US. In January 
| Finance Minister Noboru Takeshita in- 


| spired the market to new heights with a 
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| The market fears the yen's rise may have peaked 


| Treasury Secretary James Baker (to a 
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Baker: nervous market. 





comment that the Japanese economy 
could cope with the yen at 190 to the US 
dollar. He has declined to answer ques- 
tions about what would happen at 175, a 
level publicly advocated by some Ame- 
rican officials. 

"Senior people [in Japan] are in con- 
sensus that we have to watch the market 
carefully from now on," comments one 
MoF official, adding: “We don't think 
the yen is undervalued any more at 180 
to the dollar." 

The other consensus at the MoF ap- 
pears to be that the nation will just have 
to "endure" the admittedly adverse im- 
pact that a higher yen is having on small 
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tions with its trading partne 1e MoF 
hopes to quell some of the protests by 
holding out the prospect that the Bank 
of Japan (the central bank) will of- 
fer interest-rate relief with another low- 
ering of the official discount rate gwhich 
fell half a point to 4.59754 
ary). i 
Within the MoF, the yen’s climb to- 
wards new highs has at last given offi- 
cials room to act more flexibly on such 
issues as capital outflows. 

Before the G-5 meeting, the MoF 
had already acted to dampen a flood of 
investment in foreign securities by tell- 
ing banks and brokers to warn custom- 
ers of the exchange risks involved. MoF 
officials now say that Japanese investors 
have learned their lessons on the riski- 
ness of buying foreign bonds. Officials 
are also willing to review some limits to 
foreign investment: the most important 
being a 10%-of-assets limit on the life- 
insurance industry’s ability to purthase 
foreign bonds, and requirements wh 
prevent trust banks from investing lo... 
trust funds in foreign bonds. 

The first definite sign of flexibility 
was the authorisation this month by the 
MoF’s Securities Bureau of a large 
¥550 billion in new investment-trust 
funds authorised to invest heavily in 
foreign-currency bonds. These funds 
are sold through securities houses. 

Relaxing the 10% limit on life insur- 
ance and allowing more trust-bank in- 
vestment in foreign bonds would be a 
much more serious step, from an ex- 
change point of view. But as one official 
commented in assessing the yen’s rise: 
“The pressures to introduce capital con- 
trols have gone away . . . prudential 
limits have to be reviewed in the direc- 






tion of further liberalisation of our mar- 


kets.” | Oo 
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% change | Dividend 
on period | (prev.) 
¥3.17t +9.9 ¥9 
(¥8) 
A$498.78m i 
(US$351.3m) 
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Y 52b exchange loss lowered profit. Full-year recurring profit 
forecast to fall 15%, for first setback in five years. 


: Net 
H31 Dec. | X 136b 
(US$751.4m) 


| H31Dec. | —A$14.22m 
(US$10.0m) 













Toyota Motor 
Japan) 








Forecast return to profitability in second half and continued 
improvement in 1986-87. Current order book contains greater 
proportion of high margin work than previously. 




























A$52.01m 
(US$36.3m) . 


A$1.19b 
(US$838.0m) 


Industrial and consumer goods manufacturer benefited from 
buoyancy in most markets. Sales expected to continue at 
healthy levels. | 
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_| Y31 Dec. | Kina28.11m +142 | Kina317.6m Toea7 | Continuing depressed metal prices and lower gold grades | 
(US$29.2m) (US$330.1m) (Toea4) | hurt sales revenue. However, reduction in unit costs of | 

| concentrate produced and increased throughput helped | 

earnings. DE : 

Y 31 Dec. | A$50.8m A$101.56m 15e First results from North Queensland mines showed rising | 
(US$36.3m) (US$72.5m) (n.a.) | profit over 10 months of production, which yielded 206,467 oz | 

; and 109,576 oz silver. | 










Net after tax credit A$4,000 vs A$7,000, depreciation | 
A$19.81m vs A$15.61m and interest A$211.04m vs} 
A$18.78m. .— un | ; 


A$16.18m 
(US$11.6m) 


Y 31 Dec. 


+4.3 | A$345.13m 


(US$246.5m) 
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No shortage of lenders 


Indonesia borrows more as oil-price slump hits revenue 


Paltklandiey in Jakarta 


F^ the Second time in two months 
foreign banks have eagerly wel- 
comed a major international borrowing 
by Indonesia, despite increasing pres- 
sures on the country's finances by the 
sudden plunge in the crude-oil market. 
Major Japanese banks, led by the Bank 
of Tokyo, have queued quickly for the 
5 100 billion (US$540 million) loan, of 
which ¥60 billion will be subscribed in 
Japan and ¥40 billion in Euroyen. In 
early January, Indonesia made a 
US$300 million floating-rate note issue, 
arranged and underwritten by a large 
number of lenders, led by the Chase 
Manhattan Bank. 
e heavy borrowing comes at a 
1e when the international market 
pce for crude oil, by far Indonesia's 
main source of revenue, has crashed 
suddenly and steeply. Six weeks ago, 
President Suharto announced a fiscal 
1986-87 budget (beginning on 1 April) 
that was a 7% reduction overall com- 
pared to the previous year, due to the 
fall in oil and natural-gas income 
(REVIEW, 16 Jan.). 

The budget appeared to anticipate 
further price falls somewhere around 
April. The drop in January and Feb- 
ruary, however, hit earlier, and fell 
much further at one time, than the pes- 
simistic budget planners expected. 

A Ministry of Finance official said 
the yen borrowing is, like the previous 
note issue, funding for general use. 
Both provide new. resources, rather 


than replacing previous financing. Pertamina oil terminal: contracting budget. 


Japan's role as the largest source of 
foreign aid and one of the largest for in- 
vestment to Indonesia makes the yen an 
important currency for the Jakarta 
economy. 

The timing is right for borrowing 
yen, too, says a Jakarta-based Japan- 
ese economist. The yen is at its strongest 
point in years and will probably peak 
soon, not going past the 1978 all-time 
high against the US dollar. Concur- 
rently, Japanese interest rates are very 
low, making the yen attractive to bor- 
rowers. 

The economist pointed out that Ma- 
laysia and Thailand could well follow 
Indonesia to the Tokyo market in 
March. 
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Both tranches of the loan carry 10- 
year repayment periods with a five-year 
grace period. The part to be funded in 
Japan is set at 0.1 of a percentage point 
over the long-term Japanese prime rate, 
while the Euroyen rate is 0.375 of a per- 
centage point over the London inter- 
bank offered rate for yen. At these 
rates, it is cheaper to borrow yen than 
dollars. 

While there is speculation that the 
loans are to finance a pecie income 
shortfall arising from the January oil" 
price slide, this is probably not entirely 
Prue. 

Arrangements for both had been 
under discussion since early December, 
when the basic outline for the budget 


was known among senior government ` 


economists. It appears now that the oil- 
price crash has caught those economists 
by surprise. 

In addition to these two borrow- 
ings, Indonesia can also fall back on 
more than US$2 billion in untouched 
standby loans arranged during the 
past three years. If the government 
is forced to take steps 
to maintain the pro- 
posed budget, analysts 
say the most likely 
response would be to 
make use of the stand- 


by money. 

Finance Minister 
Radius Prawiro has 
repeatedly said the 
government at this 
time would neither 
undertake a revision 
of the budget nor de- 
value the rupiah. Lo- 
cal analysts say these 


steps could be put off 
until the second quarter 
of the fiscal year, or 


later. ri 
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NGKONG: Piiccg gaad climbed after the 
unar New. Year holidays and the Hang Seng 
ex closed the period 63 points up at 1,483.08. 

e fears that imminent new issues might 
the market, sentiment was bullish on the 
of bargain hunting after a flabby finish to the 
of the Ox. The entry of hot money from the 
d Philippines may also have contributed to 
of the activity, market sources say. Investors 
be looking at the coming announcements of 
ate results as a guide for further moves. 

ver for the period was a moderate 
$195.6 million (US$25 million) average a day. 





















OKYO: Trading was frenzied as the yen soared 
individuals looked for profits with a strong 
ill run. The Dow Jones Average hit successive 
ghs during the period. finishing at a record 













































ghts on spin-offs from cheap raw-material im- 
ports, mainly oil, Food commodities also rose 
ross the board in expectation of low dollar im- 
rt costs. Inexplicably, domestic. institutions 
re still on the sidelines, but the tøkkin funds 
old heavily. Foreign funds were also on the sell 
ide. Daily volume was erratic but averaged 528 
nillion shares over the eight-day trading period. 


SINGAPORE: Were it not for Singapore Airlines, 
‘debatable whether the market would continue 
ts morale-boosting upward trend. The counter 
$ accounted for about 20% of trading volume 
id the increase in its price — from $$5.70 
18$2.70) to $$6.25 over the period — has more 
“compensated for pressure on Malaysian 
and some Singapore-based blue chips. 
s Industrial Index finished 98.17 points up 
18.55 and the average daily volume of shares 
was 7.79 million. Brokers said that most of 
oncessions in the newly released reportby the 
j0mic. Committee had 
d by the market. 





A UMPUR: The market marked the end of 
d lunar year and the beginning of the new 
display of apathy that broke three-year-old 
rds for the smallest volume of shares traded. 
er on 7 Feb. was a disappointing 3.95 mil- 
hares but the market need hardly have 
ned at all on 12 Feb. after the New Year 
ys because the trading. volume slumped to 
ilion — its lowest since December 1982. 
ser's Industrial Index ended the period 24.72 

ts lower at 2,277.03, despite a resurgence of 


ening of trade in the metal on the London 
CEKGRADBes 


TALIA: Markets tumbled further on unsta- 
and metal prices, a week-long coal strike 


icit figure which was released on 14 Feb. The 
irdinaries Index closed the period 20.5 points 
at 1,018.5 and even the record- -breaking All 
rials Index sh d 1. 6 points. At m 





3,447.91 points on 17 Feb. Investors fixed their 


already been dis- 


interest in tin stocks on expectation of a | 


Yervousness surrounding the current- account | 


ARP bursts of. abtivity characterised most markets in Asia after ihe Eünar New 
punters returned with renewed vigour. Hongkong ended the ex- 
| eb. as the star performer with a 3.7% gain, while Malaysia, on 
re other hand, chalked up the most losses. 
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stake in Pioneer Concrete Services up to 12. 296. on 


14 Feb. The price of Hongkong newspaper mag- | 


nate Sally Aw's Cereus flew up A$1.50 (USS1.06) 
to hit a high of A$12.20 on 14 Feb. in expectation 


of Cereus’ float of its 75%-owned offshoot Sing 
Tao in Hongkong. 


NEW ZEALAND: The market drifted down mid- 


period trom its high of 2,020.79 as corporate ac- 
tivity diminished. However, volumes remained 
relatively higħ and selective buying support re- 
emerged towards the end of the period. Largely 
static profit results were reported by a number of 
companies, which reflects the difficult trading en- 
vironment the m manufacturing and distribution 
sectors have been operating in. 


MANILA: Total ‘value turnover came to | pSg 04 


million (US$2.9 million), of which 83.9% repre- 
sented. San Miguel Corp.'s acquisition of newly | 


listed Monterey Farm shares. Excluding these 


transactions, average daily volume was only 


P 1.56 million, the lowest in months, as post- -elec- 
tion jitters kept market activity to only 17 issues 
San Miguel A shares plunged 10 points to P. 11 50 
on 17 Feb. following the political opposition's call 
for a boycott of entities identified with the govern- 
ment and government officials. The commercial- 
industrial index fell 2.56 points. to 167.02 and the 
oil indicator lost 0.029 to 0.745, but the mining 
index still ended with a gain of 2.2 points to 753.8 
from a peak of 762.6 on 15 Feb. 


BANGKOK: The market recovered slightly in 
moderate turnover, with many punters taking off 
for the Chinese New Year celébrations. Siam City 
Cement was a focus of attention for bargain hunt: 
ers but most traders remained cautious. The 
Book Club Index closed 0.46 of a point up on the 
period at 123.41. Thai Plastic & Chemical was the 
biggest gainer, followed by Thai Industrial Gas 


shares valued at Baht 103.64 million esta: 9 mil- 
lion). 


TAIPEI: The market took off with a bin after a 
week-long Lunar New Year break. The weighted- 
price index rose 26.34 points in four davs of heavy 

trading to close at 924.30, its highest level since 
mid-1984. Gains were virtually across the board, 


as most listed shares benefited from investors" 


confidence that declining oif prices and a rising 
yen would boost the Taiwan economy this year. 
Average daily transactions were high at NT $2.65 
billion (US$66.3 million). 


SEOUL: The composite index touched another all- 
time high to 167,99, up 2.88 points from the previ- 
ous period, But average daily trading slipped 6.92 
million.shares to 30.57 million. Despite a few davs 


of profit-taking, the mood. was upbeat for the. i 
tors 


same reasons as before: 4nternational indice 
clearly turning in favour of South Kore: an ex 
of payments, _falling oil pri 










Volume totalled 986, :906 a 
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Sia is home to more than half of mankind. Every day, 
vents are happening here that not only shape the re- 
ion's future but affect the entire world. The Asia 1986 
earbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
Scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
conomic, social and political realities of Asia at your 
ngertips as does the Asia Yearbook. 


Now In Its 27th Edition 

he Asia 1986 Yearbook, now in its 27th year, is bigger 
1d more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 


The Asia 1986 Yearbook includes two new chapters — 
Overing a historic year in South Asia, and analysing US 
volvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
sian. Finance, . Asian Investment, Commodities, 
nergy, Aviation, Shipping, Fishing, Trade & Aid, the 
acific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


ee EU: 


ies, ranging- from Agharisian to Japan, from 
ato NOW Zealand. 


cs and Social Affairs, a Relations, EO 





in the past, the Asia 1986 Yearbook has an abun- i 
e of charts, tables and graphics to illustrate the 
terial, including a full military profile of each regional - 


a 1 body of the book contains chapters on 31 i 


d Infrastructure, a with a map and lists ot. 


country chapter has a Databox giving essential. vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year 
book experts. ~. 


How We Did It . 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- ~ 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far Fast. 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/8$49.50/M$56.50 
Hard Cover: HK$200/US$27 .95/£23.75/5$58.50/M$67 . 
For airmail delivery, please add: | 
HK$55/US$7/£5/8$15/M$17.50 per copy. 


naan Cpu. 


To: Publications Division, 
Far Eastern Economic Review, 
GPO. Box 160, 
Hongkong 


Parkastern Economic | 













Please rush me copy/copies of the Asia 1986 Yearbook as - 
indicated. | enclose a cheque/postal order for 1. 





Asia 1986 Yearbook (Soft Cover) 
Price: HKS170/08$23. 95/£20/ kids 50/M$56. 50 each | 


No. of copies o "m J by surface Cl Dy. airmal i 


Asia 1986 Yearbook ee — : 
Price: HK$200/US$27. 95/£23. 75/S$58. 50/M$87 each 


No. of copies | da by surface rr | by airmail® 


*For airmail delivery, ples 
7 HK$55/US$ LOS 15/ 
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t the Baclaran Church, Cardinal 


J Jaime Sin celebrated mass and the 


opposition on election night, and, in the 
end, a radio station. The 10,000 people 
jammed inside the stone church, or hud- 
dled around portable radios outside be- 
cause there was no more room, cheered 
and clapped at the Cardinal's words: “Let 
us not forget to thank Radio Veritas.” 

All around Manila of late it has been 
hard to forget Radio Veritas. In a capi- 
tal captivated by the presidential elec? 
tion and its messy aftermath, this small, 
Roman Catholic station was trans- 
formed into a mainstay of information. 
It became a crucial and insistent source 
of the vote count of the independent 
citizens’ group known as Namfrel which 
had watched the polls, ensuring those 
figures could not be ignored. Its 24-hour 
broadcasts became a sort of electronic 
paging system, telling of vigils to protect 
ballot boxes or the next political rally or 
the latest pronouncement by President 
Ferdinand Marcos or his opponent, 
Corazon Aquino. 

Most of the 1,000 or so foreign jour- 
nalists in town were glued to it. It reso- 
nated from street corners and car radios, 
from restaurants and homes. After a 
while, Radio Veritas became a kind of 
protest through information on air waves 
mostly controlled by the government. 
And as the opposition tries to squeeze 
Marcos slowly out of power, Radio 
Veritas remains an important loud- 
speaker, especially for Mrs Aquino who 
has decided to go on the air every night. 

Just three days before the 7 February 
election the staff of the 50-kW station, 
which usually broadcasts only five hours 
in the morning and five hours in the 
evening, decided to give the election 
round-the-clock coverage. Orley Pun- 
zalan, a veteran radio and TV journalist 
who wound up as Radio Veritas’ pro- 
gramme manager after his former sta- 
tion was closed down, said the reason 
was simple» Namfrel, which had a 
500,000-volunteer corps fanned over the 
country to watch the polls and collect 
the results, “needed an outlet.” 

“We decided to do it and do it objec- 
tively because we were afraid the other 


stations would twist facts or only report 


half the truth,” Punzalan said at the sta- 
tion’s Quezon City studios one recent 
afternoon, adding that their fears were 
not unfounded. Dubbed RV (Radio 
Veritas) Monitor, the station’s election 
coverage was hastily launched, relying 
on the existing staff's stamina and the 
all-important link between Radio Ver- 
itas and Namfrel. 

“It was mutual help. They [Namfrel] 
needed people who would get the infor- 
mation out, and we needed people who 
would get the information. The Namfrel 
people were feeding their main base at 
Greenhills [Namfrel’s headquarters] 
and they were feeding us. They became 
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stringers [part-time correspondents] for 
us,” said Punzalan. “At the same time, 
we didn’t want to be branded as some 
kind of opposition station, a tool, so we 
assigned people to Comelec.” 

Originally, RV Monitor was to last 
43 hours, but delays in the counting fol- 
lowed by disputes between the tallies of 
Namfrel and Comelec, followed by a 
free-for-all in the national assembly in- 
terrupted. RV Monitor stayed on the 
air, and a large segment of Manila and 
the rest of the country stayed tuned. On 
election day, Radio Veritas relayed re- 
ports of voters disenfranchised, assaults 
on polling places and Namfrel’s routing 
from precincts in Metro-Manila and in 
numerous provinces. Cardinal Sin’s 
election night Mass was broadcast and, 
as the troubled voting gave way to a 
more troubled tabulation, Radio Ver- 
itas repeatedly relayed Namfrel's pleas 
for residents to hold vigils at municipal 
halls to watch over the ballots. 

The five announcers rotated their 





Radio Veritas announcers: 24-hour election broadcasts. 


on-air stints so each could snatch naps. 
"It's a talk-a-thon,” said Frankie Bata- 
can — who doubles as the debt-ridden 
station's advertising agent and public- 
affairs broadcaster — after eight 
straight hours on the air. The station 
had reporters at the assembly, 
Malacanang Palace, Comelec, Namfrel 
and the various news conferences. The 
staff kept up with American and other 
international TV and radio news pro- 
grammes, rebroadcasting those the local 
commercial stations failed to pick up. 


I adio Veritas was the first station to 
report the 9 February walk-out of 
30 Comelec computer operators who 
claimed Comelec was rigging the vote 
count. Radio Veritas was the only sta- 
tion in Manila which came close to lay- 
ing out all the claims and counter-claims 
of the government and the opposition as 











the battle for the presidency turned into 
a battle for versions of the truth. 

Through it all, the station's coverage 
has been punctuated with the first 
stanza of the hymn Onward Christian 
Soldiers, which has been taken as the 
station's identification anthem. Radio 
Veritas’ programme mix is part politics 
and part religion, a potent mix in the 
Philippines. The station, founded in 
1969, has both a domestic Mida. is | 
and àn overseas department, ich 
broadcasts religious and education: 
programmes in 12 languages all ove. 
Asia. Its domestic activities 
are mostly funded by the 
Bishops’ Conference of the 
Philippines, which last 
3 year gave P1.6 million 

(US$88,154) out of the sta- 
tion's P4.5 million costs. 
Cardinal Sin is chairman of 
the board. 

Radio Veritas first 
gained popular attention 
with its coverage of the as- 
sassination of Benigno 
Aquino in 1983, It was the 
only station that was broad- 
casting live frem Manila In- 
ternational Airport on 21 
August when Aquino re- 
turned from exile and was 
killed. “Of course, we knew 
they [the police] would 
throw us out if we brought 
our big RV van [to the ai 
port |." said Punzalan, recal. 
ing that day. *So we told the boys to 
wear their usual clothes, your rubber 
shoes and bring enough coins to use the 
red phone, the pay phone." Since that 
broadcast, via pay phone, Radio Ver- 
itas has ignored requests from the KBB, 
an association of Manila broadcasters, 
to refrain from covering current events 
or airing songs such as Bayan Ko, a 
nationalist ballad embraced by the op- 
position. 

“Can you imagine if there was no 
Radio Veritas? Who would have let 
people know what was going on, who 
would have broadcast the walk-out at 
Comelec? No other station would have 
unless we did first," said Punzalan, pre- 
paring to leave the studio. As he was 
leaving, the station's frequency identifi- 
cation came on the air, and the words 
“846 Veritas, 846 the number of truth” 
filled the studio. — Margaret Scott © 
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More difficult to achieve than to afford. 
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George Ballantine & Son Limited 
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synthetic fibres 






The key to our performance and success 
lies in the manufacturing of synthetic 
tibres in our own Swiss plant for 30 years. 
We have accomplished our existing 
processes, discovered new technologies 
and set up effective quality and cost 
controlling systems as well. 


Take the direct spinning process, 
for example: a universal technology 
that saves energy and yields a superior 
quality. 

We license our own and third 
parties’ processes. More than 200 pro- 


duction plants are currently operating 
in the five continents. These plants 
supply a major share of the world 
market in polyamide and polyester 


fibres. 


Do you want to manufacture syn- 
thetic fibres, build industrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers — Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 74 378 invt. 





Sanwa' merchant banking expertise 
can do a lot for your business 


| A major role in 


world capital markets 
The Sanwa Bank, one 

of Japan's top financial 
institutions, i assumed 
a prominent role in world 
capital markets. Backed 
by the highest credit rating 
in international finance, 
the Bank is specially 
positioned to provide 
more and increasingly 
sophisticated services for 
its global clientele in such 


areas as syndicated loans, 
securities-related busi- 
nesses, project finance, 
lease finance, fund man- 
agement, mergers and ac- 
quisitions, swaps, NIF and 
other hybrid products. 


Global expertise 

In today's challenging 
financial environment, 
far-ranging expertise is 
essential. Sanwa’s opera- 
tions are supported by 


a highly specialized 
Merchant Banking Group 
covering each of the world's 
major financial centers to 
ensure services that are 
carefully tailored to region- 
al markets and industries. 


The world’s 

7th largest bank 
Forward-looking 

banking made Sanwa 

what it is today: the 

world's 7th largest bank*. 


with total assets ol 
US$109 billion an 
international networl 
Drawing also o! 
strong yen base, Sa 
specialists conti 
pioneer financial st 
to meet the unique r« 
quirements ot cli 
everywhere. Just : 
your Sanwa banke 
see VW hat Sanwa § 1 
chant banking experti 


Can do for vour bus 


Sanwa bankers are working for you everywhere. 
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SETS GAMES 





Practice really does make perfect. 


Without doubt, Chris Evert- 
Lloyd has secured her place in 
the Tennis Hall of Fame. 

Her determination and style 
separate her clearly from the 
merely excellent players. 

Despite three Wimbledon, 
sıx US, six French and two 
Australian Championships, 
Chris's will to win is no less. 

She has always played pre- 
cisely, accurately. Forehand and 
double-fisted backhand drive 
the ball hard and deep to within 
inches of the line with a con- 
sistency and accuracy that bear 
testimony to years of practice. 

An increasing willingness 
to come up to the net and then 
volley with the same ruthless 


efficiency has raised her game to 
near perfection. 

On court, Chris Evert-Lloyd 
isa very tough competitor 
indeed. Off court, however, she 
reveals both wit and charm. 

“For the first few years, I think 
the crowds were just waiting 
to see the Ice Queen melt,’ she 
says. "And, of course, eventually 
I lost some matches. But when 
they saw I could take it, that | 
was human, then they liked me 
for it. And thats nice!” 

These two contrasting facets 
of Chris Evert-L loyd — machine- 
like efficiency and toughness i in 
what she does; MCN, dm charm 





and style in who she is ~ are also 
perfectly embodied in her watch. 
A Rolex Lady-Datejust. 

“It's really strong, she says. 
“About four hours of practice a 
day — serves, volleys, backhands, 
forehands ~ is quite a hammer- 
Ing. Yet it alway s keeps r ‘ight on 
going. Its always surprising to 
me how something that looks so 
beautiful can be so tough. 

"I know Rolex have been 
making watches for a long time 
and ‘practice makes perfect’ is 
something I agree with.’ 

Chris Evert-Lloyd and her 
Rolex Lady-Datejust. They may 
be very, very tough. 


But both of them are W 
every inch a lady. ROLEX 
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